


























Ltalic Styling & 


A NEW CONCEPT OF EXECUTIVE ENVIRONMENT 


... dramatically achieved through the tasteful inter- 
mingling of exciting new materials, colors and design. 
Limitless in variation, Italic Styling can be tailored to 

the precise character of the business — the personality 
and taste of the executive. 


To acquaint yourself with this magnificent furniture, the 
focal point of Italic Styling, and our complete interior 
design services, call your GF dealer or branch, 

or write for your full-color Italic Styling brochure. 
GF Studios, Dept. G-13, Youngstown 1, Ohio. 
Division of The General Fireproofing Company. 


C= Htalic Siyling BY GF STUDIOS 





GOOD EARNINGS 


give telephone users the best and biggest value for their money 


A telephone customer wrote us 





an interesting letter a short time ago. 





He wasn’t either a share owner or 
an employee but he asked some in- 
teresting questions. He said he had 
wondered about the effect of “a con- 
sistently low return” on our business. 


How would it influence our deci- 
sions? And what would eventually 
happen, he asked, if we must be 
“overburdened with caution” in 
plans to meet the nation’s ever- 
growing telephone needs? 


He concluded by suggesting that 
the Bell System must show the pub- 





lic how good earnings will benefit 





the customer . . . through better serv- 





ice, lower rates or both. 





It is clear, we think, that the re- 
search, new equipment and building 
necessary for more and better service 
cost money. Only through good 
earnings can we attract the capital 
to do the jeb. Frequently we have 
to make huge outlays long before 
there is a single dollar of return. 


The need and benefits of good 
earnings are shown in another way 
that is sometimes overlooked. That 
is the economy of being able to 
plan for the long pull instead of on 
a temporary, more expensive basis. 


Take, for example, any community 
whose needs are growing. And that 
could very well be your community. 


A new central office that will meet 
the needs for a reasonable period 
ahead will cost more at the start 
than a small office that will meet 
them for only a short time. 


BELL TELEPHONE 


But the smaller office will have to 
be enlarged later and will cost more 
in the end. However, if we are fi 
nancially able to do the most_cfh 
cient job right at the start, the 
average ost through the years will 


be less 


‘Telephone people are called upon 
to make many decisions like this, day 
in and day out. And in all of them, 
good carnings are essential to assure 
the greatest economy and progress 
for us and for you. 





Here's all 
we have to know 
to open your account... 


READERS SAY 


Of Tweedledum & Tweedledee 


Sir: I have read your article en- 
titled “The Moneymakers” (Forses, May 
15) dealing with so-called rivalry be- 
jtween our company [American Bank 
| Note] and Thomas De la Rue & Co., Ltd. 
| Unfortunately the article contains cer- 
tain misstatements and misleading in- 
| ferences which give a quite inaccurate 
}picture of our industry and the part 
|that we and De la Rue play in it. 

The security printing industry, founded 
here in 1795, was carried for more than 
|80 years by private individuals and 
firms which in 1858 joined together to 
form the American Bank Note Com- 
pany. De la Rue’s own published history 
mentions its first currency order only 
in 1864 and its first intaglio printing in 
1879. 

Your article describes De la Rue as 
“the world’s biggest printer of foreign 
|currencies” and ourselves as its “closest 
|competitor.” Actually our organization 
has far exceeded De la Rue as a producer 
|of currency notes, both as to number of 
|countries served and volume of notes 
printed. 
| Finally there is the matter of the print- 
ing of securities for American listed 
companies. There is a vast difference 
_. | between the securities and notes printed 
(Stote) [by De ia Rue and the securities of 
American listed companies. The knowl- 
edge and skills necessary to produce 
jsuch securities satisfactorily and within 
the required time limits come only 
through many years of experience and 
long training of craftsmen. De la Rue 
does not have this experience. 

There may well be Tweedledums and 
Tweedledees in the security-printing in- 
dustry, and De la Rue may be a Tweedle- 
dum, but its Tweedledee is certainly not 
the American Bank Note Co. If I may 
borrow the words of Lewis Carroll’s 
earlier and more authentic Tweedledee 
jin Through the Looking Glass: “. . . if 
it was so, it might be; and if it were so, 
it would be; but as it isn’t, it ain’t. That’s 
; _ | logic.” 

Nome of employer W. 


That's right. Dealing with a broker 
can be as easy as filling out this form. 


If you think you might like to buy 
stocks or bonds—now or any time in 
the future—why don’t you fill it out 
and mail it in? 

It won't obligate you in any way, 
but it will enable us to set about the 
business of opening your account. 
Once that’s done, we'll let you know, 
and then anytime you want to buy or | 
sell securities, all you'll have to do is 


give us a call. 


NAME (Piease print) 
Mailing address (Street) 
(City) (Zone) 
Home Phone Business Phone 
“Are you a U. S. Citizen? 


Are you over 21? 


Have you ever been a customer of this firm before? _ 





What office? 


Name of your bank 
To comply with New York Stock Ex- 
change regulations, please supply the 
following information about yourself— 
or if you're a housewife—about your 
husband. 


FREDERIC COLCLOUGH 
President and Chairman, 
American Bank Note Co. 
New York, N. Y. 


Kind of business Position 


Si t : 
genta Caught in the middle, Forses recalls 


these other words of Lewis Carroll 
about Tweedledum & Tweedledee: “Alice 
jdid not like shaking hands with either 
|of them first for fear of hurting the other 
one’s feelings; so, as the best way out of 
the difficulty, she took hold of both hands 
at once.”—Eb. 


All filled out? Then just mail it to— 


ALLAN D. GULLIVER, Department §D-82 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 


Investment-Minded Teenagers 


Simm: Our class in Consumers Math, 
which consists of junior and senior high- 
school pupils, read your recent Side- 
lines article, “Moppets & the Market” 
(Forses, June 15). We were very much 
impressed by it, as we have just finished 
}a unit study on stocks and bonds. 








At the end of the chapter we had a 
most delightful experience of supposedly 
buying individually shares of favorite 
stocks. Each pupil kept track of hundreds 
of shares of his stock sold, the high, low 
and closing quotations daily for two 
weeks. On May 15, we pretended that 
we sold our stocks. Individual reports 
and graphs of the case history of our 
stocks—loss or gain, etc.—were tabu- 
lated . . . for our teacher, Mrs. Mary S 
Ledger. 

Diane Redd made $303.25 on Coca 
Cola; Helen Donnellan lost . . . 88¢ on 
Douglas Aircraft. It was all most inter- 
esting. This was a very impressive unit 
of study, and we acquired much knowl- 
edge of stocks and bonds. The experience 
was most valuable. We hope someday 
soon to visit a stockbroker’s office . . 
Yes, we teenagers have many worth- 
while interests besides “rock ‘n’ roll” 
dances. 

—ANN MILNE 
Technical High School 
Springfield, Mass. 


Successful Investment 


Srr: In your column, The Funds 
(“Stretching the Yanqui Dollar,” Jan. 15, 
1958), you first report that the Income 
Fund of Boston obtained short-term 
obligations of the Venezuelan govern- 
ment yielding 11.1%, then write that 
“before 1958 was very old Furst and his 
fellow high-yield seekers received quite 
a shock” in the form of a revolt against 
dictator Perez Jiminez. 

I assure you that I received no 
shock. .. . I found no question in any- 
one’s mind that the tremendous oil in- 
come of the country would be con- 
tinued and that the obligations of the 
government would be paid when due. In 
fact, since the change in regime, we find 
that offerings of these government obli- 
gations have become relatively 
and the yield has declined. 

In any case, our fund received pay- 
ment of $213,488.71, representing the face 
amount in full for the March, 1958, ma- 
turity of the Republic of Venezuela's 
Ministry of Public Works Obligations. ... 

—JOSEPH FURST 

President, 

The Income Fund of Boston, Inc 
Mass. 


scarce 


Boston, 


Forses is glad to be able to relay the 
happy news to, its readers.—Eb. 


B.S.F. Co. 


Str: We would appreciate it if you 
would correct several errors which crept 
into your otherwise excellent story on 
our company (“The Man Who Builds 
Pyramids,” Forses, June 15). Your ty- 
pographer gave us credit for controlling 
$2.75 in assets with each B.S.F. share then 
quoted at $10.50. The figure should, of 
course, be $275.00. Our dividends were 
5c in cash and 6% in stock, rather than 
5c alone. This year we will continue to 
pay 142% quarterly in stock. 

—Maurice GoopMAN 
President, B.S.F. Co. 
Wilmington, Del. 


Forses, yuty 1, 1958 
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Ever since 1653, when New Amster- 
dam’s doughty Dutch erected a wall 
along lower Manhattan to protect 
the little settlement from the In- 
dians, the street that took its name 
from that wall has 

been well named. 


that the ladies have been making 
some rather remarkable inroads 
into what was once a man-made 
and manned fortress. That women 
already own half the nation’s 
wealth and con- 
stitute 51.4% of 





The original 
wall, of course, 


the stockholders 
in publicly held 





has long. since 
been razed. But 
there are walls— 
and there are 
walls. 

One of the most 
formidable Wall 
Street walls still 
standing is the 
one that has un- 
accountably kept 
women from the 
trading floors 
of Manhattan’s 
many exchanges. 
It goes back to 
the time the founding fathers 
moved out of the shade of the but- 
tonwood tree and into the hail- 
fellow confines of the Tontine 
Coffee House. And it goes not only 
for the New York and American 
Stock Exchanges, but those of the 
Mercantile, Cotton and Coffee ex- 








companies is well 
known but even 
more eyebrow- 
lifting is that 
some 900 of 
them are regis- 
tered represent- 
atives of the New 
York Stock Ex- 
change’s member 
firms, and 45 ac- 
tually rate as 
partners 

What Wall 
Streeter does not 
know and respect 
the trading talents of such distaff 
dealers as A. M. Kidder’s Mrs 
Charles U. Bay or Lubetkin, Rea- 
gan & Kennedy’s Margaret Ken- 
nedy? What’s more, a number of 
the females high up in high fi- 
nance are—in the words of one 





appreciative exchange official 
“pretty goodlooking, too.” Onetime 
TV Panelist Robin Chandler, for 
instance, gave up the video spot- 
light to make a name for herself as 
a broker (Orvis Brothers) 

The Iron Petticoat. What, then, 
keeps the lady financiers from set- 
ting their pretty pumps on the ex- 
change floor? For one _ thing, 
money: a Big Board seat runs 


Missiles changes as well. 


We say unaccountably because 
there is nowhere any rule that 
forbids ladies from setting foot in 
any of these sacred sanctums. Over 
at the big and little boards, in fact, 
the only stipulation for member- 
ship in each Exchange’s constitu- 
tion is that the applicant be an 
American citizen of good character 
and more than 21 years. No ex- about $80,000, an American Ex- 
change constitution says anything change seat some $24,000. 
about sex—which is probably just But even if she is qualified to 
as well. trade on the floor, a lady faces 

Crack In The Wall. Yet since Wall some rather forbidding obstacles 
Street (the institution, if not the On the Big Board’s floor, she must 
address) stretches clear across the be prepared to stand on her feet 
country, we were stunned to learn about six hours a day (unless, of 
last month that a small but signifi- course, some gallant specialist is 
cant crack has appeared in the willing to surrender his jump seat 
Great Wall. In St. Louis, the Mer- alongside the trading posts). And, 
chants Exchange was reported to she must resign herself to walking 
be considering opening the doors about 12 miles a day. But what if a 
of its trading floor to the ladies lady doesn’t mind walking? And 
and after 122 years of maintaining what if she doesn’t mind admitting 
the marketplace as an exclusive’ she is over 21? Well, no one will 
men’s club. admit it officially, but the odds are 

Whether this fissure will spread heavy that the petticoat curtain still 
to the wall in Manhattan we can- would keep her out. It’s just one 
not say. Yet it is well to consider of those things. 
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Avco's space men: From an ICBM into the universe. Working with 18,000-mph speeds and 
with terrific heats exceeding those of the sun, Avco scientists have made a major contribution to 


space-age progress. They have developed a nose cone for the Air Force Titan ICBM designed to with- 


stand scorching friction as the Titan re-enters the earth's atmosphere. Research such as this brings us 


closer to an age of exciting possibilities . . . the age of manned space flight. 


Mveco 


AVCO MAKES THINGS BETTER FOR AMERICA / AVCO MANUFACTURING CORPORATION / 750 THIRD AVENUE, NEW YORK 17, N. ¥. 


ForsBes, JULY 1, 1958 





“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE U.S. AT BRUSSELS 


Brussets—The American people have spent and will 
continue to spend countless billions to insure our nation 
and the free world against military enslavement by 
Soviet-led communists. So far, thanks to our scientists, 
our military leaders and our diplomats, an all out shoot- 
ing war has been avoided. We have a military stand-off. 

As a result, the daily struggle has shifted in consider- 
able measure to economic warfare. Here, too, we have 
spent—and must continue to spend—billions more in 
helping allied free peoples to build their own strength 
through gradually improved standards of living. 

Yet for all our billions, this fight for freedom against 
communist slavery is basically a struggle for men’s minds. 
In this struggle, propaganda is a key weapon—and the 
current Brussels Fair is an important battleground. At 
the Brussels Fair the propaganda war is dramatized by 
the side-by-side Russian and American pavilions. Daily, 
hundreds of thousands of people from all over the world 
are visiting the Fair, and not unexpectedly most of them 
come away comparing our pavilion with that of the 
U.S.S.R. So do journalists from every land. 

So it was obviously incumbent on this country to make 
a good showing. I am sorry to say we have not done so. 
For the most part, the American pavilion exhibits, indi- 
vidually and over-all, are appallingly bad, utterly inane. 
Perhaps it is fortunate that so few are labeled or de- 
scribed. 

I had read considerable criticism before going to Brus- 
sels and I had more or less formed the opinion that the 
criticisms came mostly from Americans. I hoped that the 
foreigners at whom the pavilion is aimed were finding it 
worthwhile, refreshing and pleasing. I went predisposed 
to write about the good things, ready to make allowances 
on the sound premise that no two people could possibly 
agree on what would be an ideal exhibit for the U.S. in 
terms of the Fair’s objectives and our own. 

Some few good things there are: 


The pavilion itself is outstanding in every respect It 
has none of the heavy, almost gaudy, massiveness of the 
Russian pavilion. It conveys a feeling of freedom, spa- 
ciousness, light and inspiration. The architect himself 
(and those who had the genius to recognize the beauty 
of this design) deserves great credit because our pavilion 
reflects great credit on our country. 

Also outstanding are the more than 180 young Ameri- 
can girls and boys who act as interpreters in the pavilion 
for the assorted exhibits. I watched many of them as 
they talked to the individuals and groups from various 
countries. Without exception they were courteous, en- 
thusiastic and obviously taking seriously their mission 
as good will ambassadors 
to the United States. 

Among the exhibits one really shone. It was one I 
had not read much about. This was the children’s play 
rooms—a series of large enclosed rooms where Fair visi- 
tors can “check” their youngsters, from the ages of foun 
to twelve. It is wonderfully designed to encourage the 
youngsters’ creative abilities. They can enter a large 
play area full of toys “designed to stimulate the imagina- 
tion” and they can go from there to a studio filled with 
easels, paints, etc., where their imaginations and hands 
can have full play. No adults may enter and specially 
trained teachers act as supervisors. There are a large 
number of “portholes” through which adults can watch 
the children. I for one have never seen anything more 
inspiring than the total, wide-eyed concentration of these 
children of every shade and every background, busy 
together having a wonderful time. 

The circorama is as good as everyone says it is and 
there are usually long queues of people waiting to see 
this 360-degree splendid color film. Without circorama 
people would come away from the American pavilion 
with no sound notion at all of the United States, its pres- 
ent life, its future and its ideals 


They too are a great credit 





The voting machines, there at the specific request of 
President Eisenhower, attract considerable interest. The 
music room, with the latest in High Fidelity recordings 
of classical, contemporary and jazz compositions is well 
done. The color television studio—when operating—de- 
servedly attracts considerable interest. 

Having described these attractions, I have said about 
everything good there is to say about the U.S. exhibit. As 
for the other 90% of the exhibits, you would have to see 
them to realize how appallingly poor, and in some in- 
stances downright shoddy, they are. For instance— 
one third of the space in the balcony is given over to a 
“streetscape,” described in a U.S. press release as an 
“American street complete in every detail, lined with a 
number of typical shop windows... .” But the stores 
whose names adorn these windows ought to be willing to 
pay substantial sums to have their names removed. I 
find it incredible to believe that they could be responsible 
themselves for their windows. For example, Bergdorf- 
Goodman, one of the finest women’s shops in the world, 
has a double window with three or four second rate man- 
nequins standing on some _ buff-colored shelf paper, 
curled, torn and dirty with a few tired, sagging, round 
tubes of cardboard running down the center. I have 
never seen a dress shop in the smallest town or the 
poorest part of a big city with a window as slovenly as 
this one. The same holds true for the other windows. 

Another “major” exhibit on the balcony, covering a 
very substantial area, is grandiosely entitled in the press 
release “Islands for Living.” It is intended “to suggest 
characteristic living habits of Americans as reflected in 
their home surroundings.” This silly hodge-podge also 
adds up to nothing even remotely suggestive of any home 
or any apartment I’ve ever seen. It isn’t even faintly 
It is flat, dull, 


successful in suggesting American living. 
tasteless and pointless. 
On the main floor of the pavilion much space is given 


to showing every single page of an edition of the Sunday 
New York Times—all 480 pages are pasted individually 


- - « THE U.S.S.R. 


Fortunately, the Russian pavilion is so heavily loaded 
with unsubtle propaganda that it does not make an alto- 
gether favorable impression on those at whom it is aimed. 
It is, however, a comprehensive display. Every nook 
and crany of the immense Soviet building is jammed with 
exhibitions which do, by and large, tell a story. Much 
of it, of course, is a phony story. The exhibits of shiny 
cars that they don’t manufacture, for example. Or 
“typical homes” which exist only as promises. 

On entering the Soviet exhibit, every visitor can find 
in his own language a colorful and detailed plan of the 
pavilion describing each exhibit, its point and purpose. 
No such guide is made available in the Amercan pavilion. 
Perhaps this is just as well: the gap between conception 
and execution would make us look even more ridiculous. 

Additionally, the Soviets hand out a well-done bro- 
chure entitled, This Is What Became of the Five Sons of 
a Kirghiz Peasant Woman [1917 to 1958]. On the first 
page is a photograph of a man standing next to the gilded 
throne of the Tsar. The text reads: 


“The throne of the former Russian Tsar. What 
passes in the mind of the man standing next to it? 
He is probably thinking back to October 1917 and 
the historic storming of the Winter Palace. Young 
Vladimir Karasyov, a worker, was one of the 
first to burst into the Tsar’s chambers; seeing the 
gilded chair, he sat in it to reload his carbine. 
‘You're sitting on the Tsar’s throne!’ his mates 


on plywood panels, but nowhere is there a single full 
edition of the paper as an American would find it on the 
newsstands. Nowhere does this exhibition suggest, as it 
so easily could, that this is but one of the 563 Sunday 
papers. It fails utterly to show the wide diversity of free 
press available in the United States. 

When you walk into the pavilion, you find that more 
than one third of the main floor is devoted to something 
called “The Face of America.” It is described as “bits 
and pieces of Americana.” The idea is good but there is 
absolutely nothing that conveys what this exhibition is 
trying to illustrate. Unfortunately, I could go on at 
length and in detail about countless other unbelievable 
inadequacies in our magnificent pavilion. 

Fortunately, our exhibits are not devoted to showing 
how many bathtubs, automobiles and deep-freezes we 
have in America. Wisely, we have avoided emphasizing 
the sheer wealth of our country. The world already 
knows we are God-blessed with a great standard of living. 
But it does seem to me that in this beautiful pavilion 
there are many ways we could have conveyed some clear 
conception of the way Americans have used automation, 
applied inventive and manufacturing genius to make pos- 
sible a short work week. And we could have shown how 
the extra leisure makes possible an appreciation of things 
cultural as well as recreational. 

The only good thing that the Publisher of Forbes can 
say for the American exhibitions (other than the specific 
exceptions mentioned above) is negative: that we avoided 
the “hard sell” and did not harp on material wealth. 
But they certainly convey nothing of ideas and ideals 
that constitute the American way of life, that make this 
country the bastion of freedom. 

Upwards of 30 million visitors are expected in the 
remaining three-and-one-half months of the Fair—on 
top of 11 million who have already attended. There are 
many ways the glaring defects of the U.S. exhibit can 
be remedied in the time remaining. Someone owes it to 
the American people to see that it is done without delay. 


AT BRUSSELS 


laughed, and added: ‘It’s all right! 
worker, who are Tsar now.’ 

“For over forty years Karasyov has worked for 
communism with millions of workers, peasants 
and intellectuals. The title of Hero of Socialist 
Labour was conferred upon him. 

“His friends have nicknamed him ‘successor to 
the Tsar’s throne,’ and there is a world of mean- 
ing in their joke.” 

The rest is along the same lines. Some idea of the 
fakery involved is inadvertently betrayed by the un- 
ashamed souvenir selling that goes on in the Russian 
pavilion. Some terrible junk is available at prices which 
would stagger any American familiar with even the most 
expensive capitalistic souvenir shop. And the food at the 
Soviet pavilion is very expensive, the service wretched. 

Actually, to me the most outstanding pavilion is the 
British. It immediately conveys a conception of British 
history, government and tradition. In a compact way 
it graphically shows British enterprise, inventiveness and 
vitality. For a small country, Finland has an outstand- 
ing pavilion. Its exhibits clearly convey an impression of 
the life and culture of the Finnish people. 

As a whole, the fair is magnificent. No one who can 
possibly attend should miss it. It is more compact and 
considerably better in its over-all execution than our 
own memorable New York World’s Fair of 1939. The 
Belgians went all-out and have succeeded in providing 
a great, great, exhibition. 


It’s you, the 


Forses, JuLty 1, 1958 





NATIONWIDE... 
FROM AIRCO 


Air Reduction gases, among them oxygen, nitro- 
gen, argon, hydrogen, helium and carbon dioxide 
are vital commodities in the metal-working 
industries. 

In other industries, too, Air Reduction gases 
are playing an important role—food processing, 
electronics, steel, aircraft and missiles, and 
chemicals. 

To all industries, Air Reduction supplies gases 
in whatever quantity needed, and in whatever form 
— gaseous or liquid. (Except hydrogen— available 
in gaseous’ form only and helium also available 
in liquid form currently on West Coast only, else- 
where in gaseous form.) Air Reduction industrial 
gas specialists, with years of practical experience 
and techriical training, are at your service to help 
you make the most efficient use of industrial 
gases. Ask the Airco representative in your vicinity 
to show you why your gas requirements are best 
served by Air Reduction. 
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On the west coast 
Air Reduction Pacific Company 


AIR REDUCTION SALES COMPANY w aire Company International 


In Cuba - 


Cuban Air Products Corporation 
A division of Air Reduction Company, Incorporated in Canada - 


150 East 42nd Street, New York 17, N. Y. Air Reduction Canada Limited 


q All divisions or subsidiaries 
porate ae yet ‘ of Air Reduction Company, inc. 


AT THE FRONTIERS OF PROGRESS YOU'LL FIND AN AIR REDUCTION PRODUCT © Products of the divisions of Air Reduction Company, Incorporated, 
include: AIRCO — Industrial gases, welding and cutting equipment * AIRCO CHEMICAL — vinyl acetate monomer, vinyl stearate, methy! butynol, methyl 
pentynol, and other acetylenic chemicals * PURECO—carbon dioxide—gaseous, welding grade COx, liquid, solid (‘DRY-ICE"') * OHIO 
and hospital equipment * NATIONAL CARBIDE—pipeline acetylene and calcium carbide * COLTON—polyviny! acetate, alcohols, and other 








-medical gases 
synthetic resins 





MISSILES 


FORBES 


Business & Finance 


VOL. 82, No. 1 July 1, 1958 


TRAJECTORIES OF PROFIT 


The Martin Co., more heavily committed to production of 
Space Age craft than any firm in U.S. industry, provides 
some useful hints toward answering the big question 
facing all missile-emakers: Can missiles make money? 


“MISSILES,” a rather vacuous Pentagon 
catch-phrase insists, “are everybody’s 
business.” From the looks of U.S. in- 
dustry these days, that is certainly 
true: there is hardly a major corporate 
name that does not have some connec- 
tion with missile work. But “every- 
body’s business” is nobody’s business 
more than that of George M. Bunker, 
president of The Martin Co.* For 
Bunker has committed more of his 
company’s fortunes to Missile Age 
work than probably any other major 
U.S. corporation. For every dollar's 
worth of work in backlog, no less 
than 62c is ticketed for missiles. 

High & Low. Last month Bunker’s 
Martin was in an anomalous position 
characteristic of missile-makers gen- 
erally. In an outrageous but revealing 
metaphor, its head was high in the 
clouds but its feet were skating over 
thin ice. Its heavenly context was the 
rarefied atmosphere of high policy in 
the Pentagon, which last month named 
Martin to head the potent industrial 
team which will compete against a 
Boeing-led team to develop the Dyna- 
Soar, scheduled to be the U.S.’ first 
manned satellite. The immediate con- 
tract was small—only $5 million—but 
the ultimate stakes are large. The team 
winning will probably get contracts 
worth perhaps $150 million to build 
a prototype of the space glider, 

The thin ice below is purely a mat- 
ter of economics. Whatever else they 
are, missile contracts as of now are 
not big moneymakers. Thus Martin, 
like its rivals, faces a challenging 
question: Can missiles make money? 


*The Martin Co. Traded NYSE. Current 
srice: 3344. Price range (1958): high, 367%; 
ow, 31. Dividend (1957): $1.60 plus 5% stock 
Indicated 1958 payout: $1.60. Earnings per 
share (1957): $3.38. Total assets: $152.4 mil- 
lion. Ticker symbol: ML 
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Or more exactly: Can I make money 
making missiles? But what put Mar- 
tin on thin ice was not so much the 
eventuality, even if the answer is af- 
firmative, but the high cost of getting 
there. For however full of hope Mar- 
tin’s future in the Missile Age may be, 
its corporate pockets have become 
embarrassingly empty of cash in the 
process. So much so, in fact, that last 
month George Bunker was also tak- 
ing time out to float a $25-million de- 
benture issue to plump out his work- 
ing capital, which in just the last year 
has dropped sharply from $37.2 mil- 
lion to $15.1 million. 

The Deadly Hatchery. Martin has 
plenty of use for the money. For not 
only is Martin in the running to make 
the earth-shaking Dyna-Soar, but it 
also ranks as one of the U.S.’ top-mis- 


SATELLITE IN “VANGUARD” NOSE: 
the price was $9 million 


sile-makers. Among the warbirds al- 
ready in its deadly hatchery: 

e The Titan ICBM (Intercontinen- 
tal Ballistic Missile), a two-stage, liq- 
uid-fueled giant which represents the 
largest dollar amount of any single 
contract in Martin’s backlog. Not as 
far along as General Dynamics’ rival 
Atlas ICBM, but more “sophisticated,” 
the Titan is scheduled to make its 
maiden flight toward year’s end. 

e The Pershing, Martin’s:entry in 
the race to develop the leading solid- 
fuel ballistic missile, logical success- 
or to the complex, and harder-to- 
handle liquid-fuel systems. 

® The Martin Vanguard, selected 
by the Navy to carry the first U.S. 
earth satellite into outer space. 

e The 39.6-foot Matador, a surface- 
to-surface tactical missile which made 
up the first operational pilotless 
bomber squadron in Air Force history, 
now is on guard around the world. 

e The Mace, a surface-to-surface 
missile resembling the Matador. 

e The air-to-surface Bullpup, de- 
signed to enable Navy planes to hit 
their targets without coming within 
range of ground fire. 

e The solid-fuel Lacrosse, a 19.2- 
foot missile mounted on mobile car- 
riers, and designed as a replacement 
for heavy artillery, with the ability to 
fire many types of warheads. 

These deadly birds are only the most 
obvious part of Martin’s equipment 
for the jet and rocket ages. Bunker 
has also plunged Martin into the busi- 
ness of making guidance systems with 
the Missile Master, a ground control 
system which locates an_ aircraft, 
identifies it and flashes position and 
type of plane to missile-firing batteries 
on the ground. As an aircraft pro- 
ducer, Martin makes the P5M Marlin 
seaplane for the Navy, as well as an 
advanced model known as the P5M-2, 
and is now testing a multi-jet sea- 
plane called the P6M SeaMaster, 
whose big advantage is that it needs 
no air base which an enemy might de- 
stroy. In atomics, Martin has already 
built a reactor and has a number of 
Atomic Energy Commission contracts. 

Dollars & Cents. Thanks to this 
atomic and missile arsenal, Martin’s 
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volume last year swelled to a high- 
flying $423.9 million, the largest in its 
peacetime history. Yet ironically, as 
Martin’s volume reached new alti- 
tudes, its profits were still earth- 
bound. Possibly the only U.S. company 
of its size so wholly dependent on nar- 
row, government-regulated defense 
contracts, during 1957 Martin netted 
exactly $9.9 million ( or $3.38 a share) 
for a slim 2.3% return on sales. 

Thus the dollar & cents question: 
Can missiles be moneymakers? But 
Bunker is not the only U.S. manufac- 
turer vitally interested in the answer. 
Literally hundreds of companies have 
taken a flier in missiles, from Ameri- 
can Telephone & Telegraph to Ameri- 
can Potash & Chemical, and from 
General Tire’s Aerojet affiliate to Gen- 
eral Motors’ AC Spark Plug division. 
Already they are turning out missile 
shells, motors, fuels and other equip- 
ment for the thirty missiles now in 
production, and every day still newer 
designs are rising from the drawing 
boards. Exclaims George Bunker: 
“There is nobody in the U.S. with a 
lock on this market, that’s for sure.” 

How can the average investor pick 
out from this flock of war birds the 
one that is destined to hatch a golden 
egg for its maker? Even George 
Bunker does not profess to know the 
answer. Says he frankly: “I don't 
know how anybody can really decide 
how to invest in a missile stock.” 

Missile Miasma. Part of the be- 
clouded outlook comes from the blind- 
ing speed of missile development. 
Hardly is today’s new missile off the 
drawing boards than it becomes yes- 
terday’s model, and is replaced by an 
even newer bird. This means a very 
high degree of vulnerability for the 
missile-makers. Sales of North Amer- 
ican Aviation, for example, nose-dived 
32.6% in the first quarter of fiscal 1957, 
largely because its intercontinental 
Navaho missile was terminated by the 
Government. 

What is more, the investor often 
cannot even find out what new weapon 
the missile-maker has in his arsenal. 
For security's sake, dollar amounts or 
unit production often are kept 
top-secret. Thus, the only financial 
information Martin can release on its 
Mace, for example, is that it costs 
“around $100,000.” Still other con- 
tracts are entirely secret, sometimes 
for years. Recalls Bunker: “We had 
the Bullpup for three years before 
we could even announce it.” 

Even the missile itself can be packed 
with peril for the investor. Consider 
the events of last December 6, which 
was nearly a Pearl Harbor for Martin 
in magnitude as well as proximity of 
date. At the famed missile center of 
Cape Canaveral, Florida, the huge (10 
tons, seven stories high) Martin Van- 
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THE MARTIN CO.”’S GEORGE BUNKER: 


a penchant for plenty and prime contracts 


guard rose from its launching pad 
with the U.S.’ first earth satellite. An 
ignominious two to four feet above 
the ground, the huge missile blew up. 

“In terms of profit,” notes Bunker 
grimly, “that contract was worth 2% 
of about $50 million to us—roughly 
$1 million.” Wall Street, however, did 
not look at the Vanguard from that 
angle, drove down Martin common 
nearly three points. “In the investor's 
mind,” observes Bunker, “the value 
of the company dropped by nearly 
$9 million.” 

No Place to Turn. Why then would 
any company voluntarily choose such 
an explosive way of life? Actually 
Martin had little choice in the matter. 
“We were no brighter and no smarter 
than anybody else in moving into mis- 
siles early,’ he says with a grin. “It 
was a matter of timing.” 

Briefly put, Martin’s timing was off 
at the end of World War II. In earlier 
days, the company founded by air- 
pioneer Glenn L. Martin had racked 
up an impressive record in plane- 


Millions of Dollars 


| ROCKET RIDE 


Since 1953, missiles have taken the 
lion's share of the Martin Co.’s back 
log from aircraft, to the point where 
Martin now has a heavier stake in 
them than has any other company 
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making starting with its first, frail 
“box-kite” in 1909. The first armor- 
clad plane, the first armed pursuit 
plane and the first multi-passenger 
plane, all rolled out of Martin hangars. 
Its BM-1 was the first plane to with- 
stand the Navy’s vertical dive test 
Its famed China Clipper shrank the 
airways of the world and lifted Pan 
American Airways to gianthood. 
During World War II Martin rode 
high—and deservedly so. The Martin 
B-26 Marauder established a loss-in- 
combat ratio of less than one half of 
one percent, well below that of any 
other Allied bomber. But by the end 
of the war, the B-26, like Douglas’ 
B-25 and Bell’s P-63, was obsolete 
Unlike Lockheed, which had substan- 
tial orders for its Constellation and its 
P-60, Martin was not well situated to 
make a transition to peacetime 
Operating at an annual deficit of 
$15.37 a share, Martin tried hard to 
fit itself into civilian clothes by buy- 
ing a helicopter company, a plastics 
firm and starting production of a 40- 
But 


freez- 


passenger commercial transport 
with the airlines canceling o1 
ing orders, Martin’s civvies had a 
painfully tight fit. Briefly, Korea re- 
vived its fortunes, but Martin admitted 
defeat on its 4-0-4 commerical plane 
effort in 1951 in a _ write-off that 
plunged it into a $17.77 a share deficit 
that year. 

Enter the Rockets. Meantime, as far 
back as 1946, Martin had drawn plans 
for what was to become the Viking 
rocket. “We had to make something,” 
explain company brass. As its plane 
business fell flat, Martin stepped up its 
missile research, started working on 
the Matador. “Like the Russians,” 
comments Engineering Vice President 
George Trimble, “we started from the 
German V-2 and worked up.” 

Fortunately, Martin started 
making the complicated system that 
guides a missile in flight—largely, in 
fact, because other companies were 
too busy supplying the civilian mar- 
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THE OLD (NAVY BM-1 DIVE BOMBER): 
it withstood the Navy’s vertical dive test 
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. «+ AND THE NEW (NAVY P6M “SEAMASTER” ): 
there is no air base for an enemy to bomb 


ket to take its sub-contract. The re- 
sult: the Missile Master, which cur- 
rently operates the various Nikes, the 
new Hawk and SAGE, the long-range 
radar detection system. 

As it turned out, however, in those 


days there was more promise than 
profit in the Martin missiles, and by 
1952 the plane-maker was wobbling 
badly. Top management .ad already 
been changed once, and stockholders 
and executives alike were locked in 


deadly dogfights. Finally logic dic- 
tated that an outsider be brought in 
to take over the controls. The choice: 
George M. Bunker, an MIT graduate 
(mechanical engineering, with a ma- 
jor in thermodynamics), who had 
started as a soup stirrer with Camp- 
bell, had worked his way up to vice 
president of manufacturing with the 
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THE ILL-FATED MARTIN 4-0-4: 


these civilian clothes 
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Kroger Co. and president of Trailmo- 
bile. “In 1952,” Bunker recalls, “Mar- 
tin had a negative worth of $300,000. 
We were solvent when I came in, and 
insolvent a month later.” 

Bunker did, however, have one 
rocket-booster: a tax-loss carryover 
from the commercial plane business 
that enabled him to lift profits tempo- 
rarily to $7.85 a share by 1954. The 
way Bunker reached that height was 
by steering Martin ever more deeply 
into defense work (see chart, p. 11). 
“Why not?” he asks, even today. “Are 
we going to knock out Boeing in 
bombers, North American in fighter 
planes, or Douglas in transport? Ob- 
viously not. Anyway, the companies 
that went into consumer goods—as a 
lot of people said we should do—now 
are coming into defense work.” 


had a painfully tight fit 


More to Come. Intent on building 
up his defense stake, last year Bunker 
set wheels in motion toward a sizable 
increase in Martin’s capacity to turn 
out missiles and rockets. It was a bold 
move; most defense contractors try to 
use government facilities whenever 
they can. (Martin’s own main Balti- 
more plant is nearly half-owned by 
the U.S.) The reason is simply that 
defense profits are slight in contrast 
to sales, but that they can be large as 
compared to invested capital when 
government plant is available. Thus 
last year Martin itself earned a fat 
14.9% on stockholders’ equity. 

High in the mountains outside Den- 
ver, Colo., Bunker has opened up a 
new plant which the Air Force de- 
scribes as the only wholly integrated 
ballistic missile facility in the Free 
World. At Denver Martin is develop- 
ing the mighty Titan. At another new 
plant at Orlando, Fla., Martin is turn- 
ing out the Lacrosse and Bullpup mis- 
siles and the Missile Master system in 
volume. “We had the cash,” explains 
Bunker, “and thought we’d better put 
it to work. Our policy is to supply the 
bricks, mortar and tools—the sort of 
thing that you use over and over 
again.” 

Bricks & Profits. The radical bricks- 
and-mortar policy has brought, for 
the time being at least, an unexpected 
bit of turbulence to Martin’s flight 
plan. When the Government last year 
suddenly required defense contractors 
to bear a larger part in financing pro- 
duction with their own capital, Martin 
was caught with its own money al- 
ready tied up in bricks and mortar. 
The result was a cash squeeze and the 
$25-million debenture issue. On the 
other hand, when production ground- 
looped at Martin’s main Baltimore 
plant this year, the two new plants 
were there to account for half total 
company volume. 

But can the new facilities generate 
the type of profits Martin has enjoyed 
only under the friendly shelter of a 
tax-loss umbrella? To date this year, 
they have not. Caught by the Penta- 
gon’s defense stretchout, in the first 
quarter Martin’s profits came in to a 
pancake landing, with sales off 2% (to 
$96.4 million), net off 15.7% (to $1.7 
million). 

There is reason to believe, however, 
that Martin may be headed into 
smoother fiscal weather. Reason: 
many of its missile and plane contracts 
are moving into the high profit end 
of government business. 

Pattern for Profit. Under Pentagon 
regulations, the winnei of a competi- 
tion to develop, say, the Titan, gets 
a research and development con- 
tract in which profits are computed on 
a cost-plus-fixed-fee basis. Though 
such profits can clumb as high as 15%, 
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the Pentagon usually adiusts its 
awards to a 6% return basis, and may 
even hold the payout to 4%%. But 
there is a kind of compensation in the 
fact that the contractor gets 80% of 
his fee paid in monthly installments as 
he performs the work, thus conserv- 
ing capital. 

The reward of success in this con- 
tract is a fixed-price production order, 
on which the contractor may make as 
much as 7% or 8%. Under these con- 
tracts, however, the Government pays 
only on delivery. So the contractor 
faces a long count-down between the 
monthly 80% income and waiting for 
payment on first delivery. Patience, 
in this as in other things, however, has 
its own reward. Still fresh in Wall 
Street’s memory is the way the small 
difference in percentages shot the 
earnings of many plane-makers to 
sky-high levels. 

The financial skies thus may well be 
clearing for Martin. Last year, no 
less than 76% of its backlog was in 
cost-plus-fixed-fee and pre-produc- 
tion contracts. If it were working on 
production contracts yielding 2% 
more, it would, of course, lose 1% to 
the tax collector. But the remaining 
1% on an annual volume of $450 mil- 
lion, roughly this year’s level, would 
mean additional profits of $4.5 million 
—or about $1.50 more on every one of 
Martin’s 2.9 million shares of common 
stock. 

Nor is Martin, some Wall Streeters 
suspect, very far from crashing 
through this profit barrier. Barring 
a termination of any of its contracts, 
it will be raising the price tag on at 
least two of its weapons sometime in 
the near future. The Navy’s P6M 
reaches the production point early 
next year. The Titan will join it a 
few months later, and the Lacrosse and 
Bullpup already are in production. 

Bunker could, of course, find unex- 
pected squalls along his course. Re- 
negotiation—under which the Penta- 
gon examines defense contractors’ 
books for excessive profits—is one 
such. The Government is already 
pressing Martin to hand back $2.8 mil- 
lion of its 1954 profits. 

Nor can Bunker, as he is the first 
to admit, take much comfort in Mar- 
tin’s $775.2-million backlog. Though 
many Wall Streeters would argue 
contrariwise, it does not actually mean 
nearly two years’ work. Says Bunker: 
“Some of it represents work that will 
end in six months, and some of it 
can’t possibly be done until four or 
five years from now. Every contract 
we've got is cancellable, so that the 
receipt of a little piece of paper from 
the Pentagon doesn’t really boost your 
backlog by, say 25%.” 

Charted Course. Yet Bunker does 
believe there is one course Martin 
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RECOVERY OF A “MATADOR”: 
profits were earthbound ... 


can follow to avoid being shot down 
competitively by other missile-mak- 
ers. It should, he reasons, make it- 
self the prime contractor on as many 
high priority projects as possible, and 
make as much of the missile as it can 
(except for motors and fuels). In 
this way, of course, Martin steps up 
its share of the total pie. As Wall 
Street estimates it, the “average” 
missile program spends 35% of its 
total budget for the airframe of the 
missile, 20% for propulsion and guid- 
ance control, 10% for the nose cone 
and the rest for ground facilities. In 
the truly “sophisticated” missile, how- 
ever, electronic components alone can 
account for 50% of the total cost. 
Thus, for its mammoth Titan, Martin 
is building not only the airframe but 
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. while volume soared 


the controls and associated ground 
support and launching equipment as 
well. “Don’t forget,’ says Bunker, 
“that some missiles represent more 
dollars on the ground—the equipment 
that checks them out for flight readi- 
ness, for example—than have been 
put into the missile itself.” 

Bunker’s stress on being the prime 
contractor in as many high-priority 
projects as possible turns on some 
fundamental reasoning. “The prime 
contractor,’ he argues, “is the man 
who brings together every part of the 
missile. As for priority, that’s the 
only thing that’s important on these 
things, along with the fact that some 
of them have greater applicability to 
satellites and space travel than others. 
Five years from now, the people who 
have the high-priority development 
work will still be in, and the others 
will have been sorted out.” 

Dyna-Soar represents, of course, 
just the kind of high-priority con- 
tract that Bunker wants. Heading a 
team including Bell Aircraft, Bendix 
and Goodyear, Martin will try to de- 
velop a manned satellite that will 
cruise outer space in exploration, re- 
connaissance or armed 
If it succeeds in beating out 
Boeing, a newcomer to space travel, it 
can probably expect many large gov- 
ernment contracts. 

Many of Martin's missiles could 
conceivably fly easily into the multi- 
million dollar The Army’s 
solid-propellant Pershing, for ex- 
ample, which is an estimated three 
years away from flight, could develop 
into a $900-million program. So could 
Martin’s Titan. For the nation’s five 
ICBM-IRBM programs—General Dy- 
namics’ Atlas, Douglas’ Thor, Lock- 
heed’s Polaris, Chrysler’s Jupiter and 
Martin’s Titan—the Pentagon 
budgeted $2.4 billion for fiscal 1959, 
better than a third of its total $6.6 
billion missile budget. Sophisticated 
outside indicate that Martin 
and its subcontractors may well hope 
to get more than $500 million of this 
missile melon as their share 

The Soaring Missiles. One 
least seems certain: Martin 
the very least, count on a growing 
market in which to bid for work. For, 
in the total budget, the 
proportion of missile work has been 
climbing steadily upward. As recent- 
ly as 1954, missiles accounted for only 
6° of the total sum Washington spent 
on rockets and manned aircraft. For 
the fiscal year ended last month, they 
represented 28°, and the total will 
probably soar to 33% in the coming 
fiscal year. “Even in the toy 
chortles Bunker happily, “you see 
nothing but space helmets, rockets, 
satellites, space ships and guided mis- 
siles.” 
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STEEL 


THE FORECASTER 


Inland Steel’s Joseph Block, 

who has weathered the slump 

with customary ease, thinks 
the worst is now over. 


A YEAR ago it would have been difficult 
to find a more optimistic group than 
the nation’s steelmakers. Beyond the 
usual summer slump, it seemed, 
waited a large supply of orders from 
the auto industry to put things aright. 
But as these orders dipped ever 
lower, the mood changed to pessi- 
mism. Even by last fortnight, as steel 
production capped an_ eight-week 
climb by hitting 1.73 million tons, the 
largest figure since December, few 
steelmakers were willing to declare 
that steel had turned the corner. 

In one steelmaking sanctum, how- 
ever, optimism reigned: the gleaming 
new skyscraper at 30 W. Monroe St., 
Chicago, where President Joseph L. 
Block directs the fortunes of Inland 
Steel Co.,* seventh largest U.S. steel 
producer. Since April, Inland’s pro- 
duction had gained steadily from 64° 
of capacity to about 85°, last month. 
Much of the recent gain had come 
from steel buying in anticipation of a 
price increase, and for that reason 
Block predicts a drop to 70% for 
July. But he believes that will be the 
low point. He states this view quite 
flatly: “We think that August will be 
stronger than July, and that Septem- 
ber will be stronger than August.” 

Inland Haven. Inland’s Joe Block 
can afford to be optimistic. Boss of 
an operation that has few equals in 
the industry, Inland is a tightly in- 
tegrated company that sells 60°, of its 
output within a 100-mile radius of its 
headquarters, giving it one of the 
industry’s lowest break-even points. 

So far this year, Block has been 
able to take the steel slump easily in 
stride. During the industry’s first- 
quarter toboggan ride, Inland’s earn- 
ings per share dropped just 45; 
meanwhile those of the five biggest 
steel companies plunged 63.3°,. Among 
the eight largest steels, only Inland 
and mighty U.S. Steel paid their usual 
quarterly dividends, and _ still had 
cash left over. Block now figures that 
Inland’s second-quarter earnings will 
run higher than the $1.40 per share 
of the first quarter, expects to con- 
tinue his dividend coverage. 

Tomorrow's Market. Such stability 
as Inland’s however, is not without 
its drawbacks. For when the bloom 


Inland Steel Co. Traded NYSE. Current 
orice: 87. Price range (1958): high, 8974; low, 
3. Dividend (1957): $4.50. Indicated 
payout: $4.50. Earnings per (1957) : 
$10.34. Total assets: $633.1 Ticker 
symbol: LAD 


share 
million 


14 


INLAND STEEL’S BLOCK: 
after a dip, recovery? 


comes back to the steel market, In- 
land may well lag behind its more 
geographically diversified rivals in 
profit growth. That was the case, for 
example, in 1955, and, to a lesser 
degree, in 1953—years of substantial 
recovery in steel production. 

But Inland may actually fare better 
this time around. This year Block 
will complete a $280-million expan- 
sion program to widen his share of the 
Chicago market. Begun in 1956, this 
project will increase Inland’s ingot 
capacity some 20°, to 6.3 million tons 
(up 14.5% from the end of 1957). 


%o Change (Earnings per Share) 


TURNABOUT? 


Inland Steel's well-known earnings 
stability has had its price. During this 
year's first quarter slump, Inland’s 
profits were not as hard hit as those 
of the five largest steel companies... 
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... but will Inland’s profits rise as fast 
as those of the industry when the 
industry picks up? Past experience 
suggests they will not. In 1955, for 
example, Inland increased its earn- 
| ings only slightly despite a big up- 

| turn for steel generally. One reason: 

~ profits were already at a relatively 
100k igh level. 
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THE LATE 
STARTER 


Is American Water Works 
finally about to deliver on its 
fiscal promise? 


IN AN era when the words “utility 
stock” became synonomous_ with 
growth, no security has been more ex- 
asperating to Wall Street than Phila- 
delphia’s staid, publicity-shy Ameri- 
can Water Works Co.* Certainly, 
American had all the qualifications for 
growth. As the biggest of all water 
companies in the U.S., it served eight- 
een states with a commodity that is 
at least as indispensable as electricity 
or natural gas. 

But last year, Chairman John Ware 
was able to produce earnings of $1.02 
a share, representing a return of only 
4.8% on investment, a rate far below 
the 6% usually granted to utilities 
So a few hopeful Wall Streeters have 
always figured that if American could 
pull itself up to a 6% return, the 
earning power of its highly leveraged 
common stock could all but double in 
time to $2 a share. 

American, however, was never able 
to profit from its promise. Its earnings 
have never reattained the peak $1.15 
a share they set back in 1953. Nor 
did its stock, despite the rising mar- 
ket of 1947-56, do more than move 
between 634 and 12\%. “It’s the growth 
stock,” snapped one exasperated util- 
ity analyst, “that won't grow.” 

Turnabout. But last month there 
were signs that Wall Street’s No. One 
sleeper was rousing itself. In Phila- 
delphia, Vice Chairman Lawrence T 
Reinicker let it be known that Ameri- 
can finally was going all out for rate 
boosts. So far this year, he an- 
nounced, American has secured eight 
increases which will raise its annual 
revenues by $1.5 million. And, he 
added, American has eight other ap- 
plications on file, with 12 more still to 
come. 

Would they be enough to put new 
force in American’s earnings tap? 
Reinicker seemed to think so. Though 
first half profits would be off, he was 
brimful of optimism. “By the end of 
the year,” said he, “we should be in 
good shape, with earnings where they 
should be, and we look forward to 
continued growth.” 

Municipal Profits. At first glance, one 
point in Reinicker’s statement seemed 


*American Water Works Co. Traded 
NYSE. Current price: 14. Price range (1958) 
high, 145g; low, 9%. Dividend (1957): 55c 
Indicated 1958 payout: 60c. Earnings per 
share (1957): $1.02. Total assets: $289.5 mil- 
lion. Ticker symbol: AWK. 
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to throw cold water on American’s 
future: that. part of the first quarter 
earnings decline stemmed from the 
loss of the $53,500 earnings of Ameri- 
can’s Wichita water works, which 
Ware had sold to the city. As Wall 
Street saw it, however, this trend for 
cities to buy their local water works 
was a bullish influence. Reason: the 
Wichita sale gave American a capital 
gain of $1.82, a profit on which the 
tax was only 25% rather than the 
standard 52% corporate bite. 

So, reasoned American Water 
Works’ Wall Street boosters, the more 
towns that municipalize American’s 
properties, the higher its capital gains. 
In the past, moreover, such properties 
often have brought American 16% to 
50°; over book value. In effect, then, 
the company’s shares theoretically 
might be worth $30 a share ($26 after 
the capital gains tax) if it sold all 
its properties. As a company, AWK 
was clearly worth a good deal alive, 
but, theoretically at least, it might be 
worth a good deal more dead. 


AUTO RENTING 


SMALL DOWN 
PAYMENT 





In a way, Hertz Corp. is just 
like any motorist financing 


his car with a small down pay- 

ment. But Hertz has made it 

into a neat and profitable way 
of doing business. 


“Detroit,” a thoughtful businessman 
once remarked, “owes almost as 
much to the man who thought up 
installment plan buying as it does to 
Henry Ford for his assembly line 
techniques.” There is more fact than 
whimsy in the statement: last year 
no less than 64° of the six-million 
cars which rolled off the automakers’ 
assembly lines were sold on credit. 
Without installment selling, Detroit 
could never have expanded to where 
it has—and the auto-borne, job-cre- 
ating flight to suburbia might well 
have been impossible. 

But it remained for Walter L. 
Jacobs to turn the American institu- 
tion of buying cars on the cuff into a 
way of doing business on a big scale. 
Sixty-two-year-old Walter Jacobs is 
president of Chicago’s Hertz Corp.,” 
world’s largest car and truck rental 
company. Like millions of U.S. auto- 
ists, Walter Jacobs buys new cars on 
credit, borrowing money from a group 


*The Hertz Corp 
383,. Price 


Traded NYSE. Current 
range (1958): high, 4414; 

. 3614. Dividend (1957): $1.05 plus 5% in 
stock. Indicated 1958 payout: $1.20 plus 5% 
in stock. Earnings per share (1957): $2.88 
Total assets: $101.5 million. Ticker symbol: 
HRZ 
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PASSENGERS ENTERING A HERTZ-HIRED PLANE: 


of banks for the purpose. Hertz, 
through its 1,500 rental outlets, then 
proceeds to rent the cars and trucks 
to individuals and businesses for a 
profit. Says Jacobs: “We're not selling 
cars, we're selling services.” 

Brick & Mortar On Wheels. To 
Hertz, its cars and trucks are what 
brick and mortar and machinery are 
to a manufacturing company: they 
create the services which Hertz sells. 
But this is the difference; where an 
ordinary company’s plant and equip- 
ment represents money tied up in 
very unliquid assets, Hertz’s “plant 
and equipment” is about as liquid as 
it can be. Reason: a rental car has a 
relatively short useful life, so Hertz 
writes off 25°. -38°. of its cost in 12 to 
18 months. By contrast, the average 
manufacturing company may need 20 
years or more to depreciate its plants 
and machinery. 

That is where Jacobs’ use of credit 
comes in. Since he is almost certain 
of getting his money back in a year or 
so, banks are willing to lend him 
short-term money at relatively low 
interest rates. At present he is paying 
just 434°, for his auto purchase money. 
Nor, with this kind of collateral, do 


HERTZ’S JACOBS: 


he likes to borrow 


— el 


not frozen assets but flying collateral 


the banks require Jacobs to make a 
big down payment. They will lend 
him up to 90°; of the 
vehicles. 

As a result, although Hertz current- 
ly is doing business at a $80-million- 
a-year clip and $100-million 
worth of cars, it carries all this on a 
total stockholders’ equity of less than 
$27 million. In industries 
would be skating on very 
thin ice, but Jacobs feels his business 
is different. Explains he: “We carry 
our vehicles on the books as fixed 
assets. But because we write them off 
so fast, they are really current assets 
The banks 
regard them as such for lending pur- 
poses.” 

Leverage Is the Difference. Hertz 
Corp.’s highly leveraged capital set- 
up goes a long way toward explaining 
the company’s remarkable profitability 
and growth. In terms of the $75 mil- 
lion worth of capital it employs, 
Hertz’s 1957 profit of some $6 million 
does not look particularly impressive 
Nor does it appear so stacked up 
against the $81 million worth of rev- 
enues that the company took in. But 
in relation to the total of just $26.3 mil- 
lion of stockholders’ money involved 
in the business, the $6 million repre- 
return of better than 20°; 
fact, feels that he can 
stretch his present capital even far- 
ther. “With our present equity struc- 
ture,” says he, “we could buy and 
support another $35 million worth of 
vehicles, an increase of nearly 40° 
over our present fleet.” 


cost of his 


owns 


most this 


seem to 


for all practical purposes 


sents a 
Jacobs, in 


Jacobs already has plans to take up 
that slack. Last month he officially 
introduced the latest member of his 
fast-growing family of transportation 
services—a 56-city, 269-unit “rent-a- 
“When 
really catches on,” 
sure to within two or three years, we 
may need $25 million to $50 million 
worth of planes. But we will only 
have to put up a small part of that 


plane” system rent-a-plane 


says he, “as it's 
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sum—perhaps $4 million—ourselves. 
We'll be able to use debt to finance 
our plane purchases, the planes form- 
ing collateral for the loans.” 

The Lehman Touch. No one would 
be surprised if Jacobs makes a good 
thing out of the rent-a-plane business. 
Practically the founder of the $460- 
million-a-year car-and-truck rental 
industry, Jacobs started what is now 
known as Hertz in 1918 with 13 
cars for rent, stayed with the company 
as it changed hands three times. In 
1953, Lehman Brothers engineered a 
deal whereby transit-operating Omni- 
bus Corp.t bought Hertz from Gen- 
eral Motors. From then on Jacobs 
really started to move, systematically 
snapping up car-rental companies in 
cities not previously served by Hertz, 
meanwhile enlarging his own fleet. In 
the five years since the Omnibus 
merger, Hertz sales have risen 273%, 
profits 345°. 

Car-Rental Network. By last month 
Hertz and its associated licensees, 
who together boasted a record $128- 
million gross for 1957, were operating 
26,000 cars and 25,000 trucks in over 
950 cities—a four-year rise of 150% 
in number of vehicles in 
Among Hertz’s activities: 

e Passenger-car rentals and car- 
fleet leases. Hertz’s proportion of the 
U.S. rent-a-car market: 15°-20%. 

e Truck-leasing. Hertz’s revenues 
from renting and leasing trucks, about 
90% of which are leased on a long- 
term basis, equal those from its car 
rentals. Although Hertz’s profit mar- 
gin in its truck-lease activities is 
slightly less than in its car-renting 
operations, the business is a more 
stable one, without seasonal ups & 
downs. Hertz’s proportion of the 
truck-leasing market: 25%. 

e The Hertz System. A_ wholly 
owned subsidiary, it grants franchises 
to independently owned car-renting 
companies. 

e Hertz American Express Inter- 
national, Ltd. Jointly owned by Hertz 
(51%) and American Express (49%), 
it operates car-renting businesses in 
23 foreign countries and territories. 

e Atlantic National Insurance Co. 
Wholly owned by Hertz, it offers in- 
surance coverage to the whole car & 
truck renting industry as well as 
handling such insurance for all Hertz 
operations. 

e Hertz Rent-a-Plane, newest Hertz 
corporate division. 

Used Cars. How is Hertz faring in 
the recession? Walter Jacobs’ oper- 
ating revenues rose by almost $3 
million in 1958’s first quarter vs. the 
similar period of 1957, net income 


service. 


tOmnibus changed its own name to Hertz 
a year later, after selling off its dwindling 
bus business. The Hertz name came from 
Lehman partner John Hertz, who had once 
owned the company 
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ONE-SIDED 
GROWTH 


Over the past decade, Daystrom 
has abandoned its traditional 
printing equipment for the growth 
potential of electronics. The results 
have been mixed. Though its sales 
have expanded spectacularly, its 
earnings have never reattained the 
level of the immediate postwar 
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dropped more than $300,000 and net 
per share from 52c to 3lc. While the 
recession had not hurt Hertz’s grow- 
ing car-rental sales, it was pinching 
profits by an indirect route: the low 
prices brought by cars sold by Hertz 
on the hard-hit used car market. 

Hertz’s Jacobs insists, however, that 
his firm has weathered far worse 
economic storms, points particularly 
to the fact that its great growth period, 
especially in  truck-leasing, began 
right smack in the middle of the de- 
pression in the early 1930s. 

“The current so-called recession,” 
says he, “has slowed our rate of 
growth somewhat, it’s true, and cut 
into our earnings pattern. But I stick 
to my prediction that we'll do some- 
where in the neighborhood of a $100- 
million volume in 1958. 

“As for the long term—well, we'll 
double our car fleet alone by 1960.” 


DAYSTROM’S JONES: 
he made it pay before 


ELECTRONICS 


WHAT KIND 
OF GROWTH? 





Growth, long a word to con- 
jure with in Wall Street, has 
lost some of its old potent 
allure. Case in point: fast- 
growing Daystrom Inc. 


In THE lexicon of Wall Street, 
“srowth” used to be a magic word. 
Recently, however, with many a 
growth equity far down the price 
ladder, it has become part of a ques- 
tion. “We no longer merely ask 
whether a company is growing,” re- 
marks one astute portfolio manager 
for a large investment company. “We 
ask how it is growing.” 

Transformation. That searching 
question might well be applied by 
investors to New Jersey’s Daystrom, 
Inc.,* a company which ranks high in 
growth. Fifteen years ago, it was do- 
ing business under another name as 
American Type Founders, suppliers 
to the printing industry. As presi- 
dent, Thomas Roy Jones had guided 
the company out of bankruptcy in the 
1930s, was turning out modest and 
regular profits. What worried Jones 
was that while there was profit there 
was lamentably little growth in that 
business. 

A man of bold ideas, Jones had 
other ambitions for his company. The 
then-infant electronics industry, he 
noted, had growth potential in plenty. 
So in 1944 Jones began a radical 
transformation of the company. 
Snapping up a small electrical-elec- 
tronics company, Jones later added a 
metal furniture outfit named Day- 
strom Corp. to the old nucleus for 
ballast, proceeded to expand his foot- 
hold in the electronics business. By 
the mid-Fifties, Jones had gone on to 
acquire American Gyro Corp., Weston 
Electrical Instrument, Transicoil 
Corp., and Heath & Co., a do-it-your- 
self electronics-kit maker. By then 
the tail was wagging the dog, and 
Jones was ready to sell off his print- 
ing equipment division for $9 million, 
severing Daystrom’s last connection 
with its past. 

In its place, Jones had a well-diver- 
sified electrical equipment producer, 
whose products ranged from electronic 
computers and potentiometers to con- 
trol systems for guided missiles and 
rockets to hi-fi equipment for ama- 
teur tinkerers. By last year, 36% of 


*Daystrom, Inc. Traded NYSE. Current 
rice: 35. Price range (1958): high, 36%%; 
ow, 30. Dividend (1957): $1.20. Indicated 
1958 payout: $1.20. Earnings per share (1957) 
$2.57. Total assets: $52.7 million. Ticker sym- 
bol: DYM. 
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the company’s sales went to industrial 
markets, 30% to defense forces, 34% 
into consumer markets. 

After Growth, What? Jubilantly 
afire with this considerable achieve- 
ment, last month Jones paused to 
take stock of Daystrom’s progress in 
its latest fiscal year (ending March 
31). In one sense, it had been a tri- 
umph. Despite the deepening reces- 
sion, sales had actually shot up 9.8% 
to a new all-time high at $81.7 million. 
But profits were another story. Offa 
modest 5.1% to $2.3 million, they 
brought per share earnings down 
7.2 to $2.57. Stretchouts on defense 
orders, Jones explained, as well as a 
33°, increase in research and devel- 
opment expenditures, had taken their 
toll of operating profits. Then in the 
last months of 1957, the recession had 
taken its toll of sales. The chances 
were, Jones confessed, that Daystrom 
would not fare much better in 1958. 
“We are still in a period of growth,” 
he said, but the recession has set back 
our scheduled growth for a year.” 

Actually, something else—profits— 
have been off schedule for a long 
time. For despite the zestful rise in 
Daystrom’s sales, earnings per share 
have conspicuously failed to keep the 
pace (see chart, p. 16). On a per share 
basis, in fact, Daystrom’s 1957 earn- 
ings were actually down a good 38% 
from their 1947 level. 

Plowback Phase. Such considera- 
tions do not dishearten Jones at all. 
When, he points out, a company can 
be acquired at bargain prices, in one 
sense at least it is probably no bar- 
gain. “We figured, for instance, that 
it would take five years to get Wes- 
ton [acquired in 1955] on its feet. As 
a result, we’ve had to make organiza- 
tional changes, and this has hurt our 
profit margins. We're spending 
money to bring Weston and the other 
acquisitions up to where they should 
have been when we bought them.” 
Meanwhile, Daystrom is continuing to 
spend money on long-range develop- 
ments like electronic computers. 
which have not yet proved profitable. 
“We're in the plowback phase,” says 
he, “and will be for three more years.” 

Actually, last month Jones was full 
of confidence. “I took over a bank- 
rupt American Type Founders a 
quarter century ago,” he recalls, “and 
I made it pay. Am I glad to be out 
of that business? Heck, yes. But 
don’t forget that it was on that busi- 
ness we built up the organization we 
have today.” 

Having answered the growth ques- 
tion, Jones intends to answer the 
“what growth?” question as_ well. 
But it is an education to investors to 
see how far the solution to the first 
item is from being in itself a full solu- 
tion to the second. 
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TIMKEN’S UMSTATTD: 


the cash piled up 


ROLLER BEARINGS 


COUNTERTREND 





Capital spending these days, 
insists Timken Roller Bear- 
ing, may be not just economic 
patriotism, but good business. 


On a rather sedate management in 
Canton, Ohio last month fell the spot- 
light of some unaccustomed national 
publicity. It had started simply 
enough. President William E. Um- 
stattd of Timken Roller Bearing Co. 
had issued a press release. Its burden: 
that Timken planned to spend $51 mil- 
lion for new equipment and facilities 
over the next five years, was budget- 
ing a record $13-million outlay fo: 
1958 alone. 

In itself, perhaps, no great news. But 
by coincidence more than one city edi- 
tor picked up another press release at 
about the same time. A report of a 
survey of U.S. business, just com- 
pleted by the Department of Com- 


Timken Roller Bearing Co. Traded NYSE 
Current price. 39%,. Price range (1958): high 
3973; low, 31. Dividend (1957) 2.25. Indi- 
cated 1958 payout: $2.25 
(1957) $3.89. Total assets 
Ticker symbol: TKR 


$164.9 million 


TIMKEN ROLLER-BEARING TUBES: 


Earnings per share 


and the Securities and Ex- 
change Commission, it noted that capi- 
tal spending nationally would be cut 
17°. this year to the lowest level since 
1955. Against this background, Tim- 
ken’s Umstattd seemed to be doing 
more than his bit to 
economy. 

As reporters hit their telephones fo1 
more background, Timken’s execu- 
tives quickly disclaimed any ambition 
for heroics. “There’s nothing unique 
in this,” said one. “We average about 
$10 million a year in capital expendi- 
tures. This is almost normal business 
for us.” 

Had Timken’s Umstattd discovered 
a bright spot in the recession othe1 
businessmen had missed? “There are 
no bright spots,” replied an aide. “Our 
first quarter earnings were off from 
$1.32 to 6lc per share. The last half 
will show further weakness. We don’t 
look for a real upturn until 1959.” 

Bear Tracks. After the first hue and 
cry, it still remained a lively question 
how profits-pinched Timken, which 
serves the hard-hit auto, machinery 
and rail equipment fields, had been 
able to plan an increase in spending 
All the more so, since Timken is tra- 
ditionally financed 
firm that prides itself on never having 
borrowed a dime. 


merce 


shore up the 


a conservatively 


The answer was actually no secret at 
all. Last June, when Timken common 
was selling around 50, off only a few 
points from its bull market high, 
Umstattd engineered a rights offering 
of new common shares at 40, brought 
in some $19 million in new money. Al- 
though the move had been well timed 
for financing purposes, it proved a 
bitter-sweet moment for stockholders 
Within several weeks, the new “bar- 
gain-priced” had taken the 
starch out of Timken common, pulled 
it down to just above 40. The reces- 
sion took over from there. By year’s 
Timken had items of $42 
million—more than twice the amount 
But, in 


shares 


end, cash 


of any other postwar yea! 


amidst the recession, a bright spot others had missed? 
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the meantime, the common shares had 
sunk to 30. 

The Cost Cutters. Last month, how- 
ever, as Umstattd finally disclosed his 
plans for the money on hand, there 
was little cause for regret. For Timken 
had paid out its usual 50c quarterly 
dividend (a rate established in 1955) 
and in a buoyant stock market the 
shares had climbed back up to 39%, 
setting a 1958 high. 

There was, moreover, the cash it- 
self, and Umstattd had begun pouring 
it in where he thought it would do the 
most good. As one Timken official put 
it: “This isn’t for a big project but 
rather for a hodgepodge of little ones. 
We're going to clear out a lot of bottle- 
necks, cut our costs down and see if 
we can make an extra dollar here and 
there.” 


FARM EQUIPMENT 


ROJTMAN’S 
HARVEST 


A year ago a tornado named 

Mare Rojtman blew into be- 

calmed J. 1. Case Co. The old 

farm equipment producer 

has not been quite the same 
since. 





Ro.ty-pPoty (235 pounds) Marc Bori 
Rojtman took one look at the anti- 
quated office he was to occupy as the 
new executive vice president of Ra- 
cine, Wis.’s J.I. Case Co.* little more 
than a year ago, and shuddered. The 
room, complete with rolltop desk and 
brass cuspidor, had not been redeco- 
rated in 50 years. Wailed Rojtman: 
“I can’t work in a place like this!” 

There was plenty of work to be 
done. Rojtman’s hotshot little Ameri- 
can Tractor Co. had just been merged 
into tired, superannuated Case, the 
nation’s fourth biggest farm equip- 
ment maker. From a peak of $170.3 
million in 1949, Case’s gross sales had 
burrowed downward like a frightened 
gopher to $87.1 million in 1956, its 
profits tumbling after from $17.6 mil- 
lion to a $1-million loss. 

Moreover, though Marc Rojtman 
(rhymes with quoit man) had built 
Churubusco, Ind.’s American Tractor 
up from a $10,000 sheet metal shed to 
a $10-million comer in the tractor 
field in ten years, Case’s conservative 
dirctors were not so sure they 
wanted robust Mare Rojtman in Ra- 
cine at all. “He’s the kind of fellow,” 


*J. I. Case Co. Traded NYSE. Approximate 
current price: 19. Price range (1958): high, 
2054; low, 1414. Dividend (1957): none. Indi- 
cated 1958 payout: none. Earnings per share 
(1957) 10c. Total assets: $176.1 million. 
Ticker symbol: JI. 
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J. 1. CASE’S ROJTMAN: 
the psychologist approved 


one director put it, “who steps up to 
the plate and announces he’s going to 
hit a home run. Then he hits a two- 
bagger.” “He has ten ideas a day,” 
said another, “and of them is 
good.” 

To make sure Rojtman was as good 
as he said he was, Case accommo- 
datingly arranged for him to have 
breakfast with a personnel psycholo- 
gist. Even before they got to the 
coffee, Rojtman had completely sold 
the behaviorist. Rojtman’s first move: 
refurbishing his office. 

Rojtman Renovations. By last month 
Mare Rojtman had just about re- 
created the entire Case company in 
his own image. In little more than a 
year, Rojtman, 40 (who moved up to 
the presidency in May with President 
John Brown, 55, taking on the chair- 
manship), set up a badly needed Case 
Credit Corp. (current volume: $90.2 
million), branched out overseas with 
Case International (Australia, Argen- 
tina, Brazil, France). In addition, he 
promptly had Case’s entire line re- 
designed to include such daring inno- 
vations as the Case-o-matic Drive (a 
torque converter plus direct trans- 
mission) and recessed headlamps. 

Not only did Rojtman astound the 


one 


COTTON-PICKER: 
will profit follow volume? 


industry by introducing his new line 
in July instead of the time-honored 
November, but he did it in a typically 
rousing Rojtman manner. To Phoenix, 
he invited 2,000 Case dealers, bank- 
ers, financial reporters, even 700 rival 
dealers, feted them with bourbon and 
steaks. When the smoke of the first 
Case-o-Rama show had cleared, Rojt- 
man’s original budget of $750,000 had 
stretched to $1 million, but Host 
Rojtman (who seemed to be every- 
where, asking, “How many do you 
want, boys?”) had rung up $164 mil- 
lion worth of orders. 

Now the harvest from all this cor- 
porate crop rotation is beginning to 
come in. In the first half of its fiscal 
year (ended October 31), Case re- 
ported last month, sales leaped 75% 
over the year-earlier period to $75.5 
million, while earnings nudged up to 
$291,055 vs. a $2.8-million loss in fis- 
cal 1957’s first half. The real story, 
however, was that following a costly 
first quarter (which is traditionally 
red at Case), in which the company 
dropped $3.4 million (vs. a $3.0 mil- 
lion deficit the year before), Case 
earned enough in the second period 
($4.8 million vs. $125,040 in 1957’s sec- 
ond quarter) to more than make up 
the first-quarter loss. 

Rojtman the Plowman. President 
Rojtman expects Case to plow through 
fiscal 1958 with a volume of $165- 
$170 million, net $1-$1.25 per share 
(vs. only 10c in fiscal 1957). “Our 
growth has only just begun,” pro- 
claims Rojtman, who is already plan- 
ning another Case-o-Rama this year. 
“We have proven to the world that 
we can produce the volume. Now we 
must prove that we can produce the 
profits—one without the other is not 
good enough!” 

Yet Rojtman also knows that Case’s 
shares are still selling at about $13 a 
share less than its $32.35 book value. 
“Our job,” he vows in his rich Ger- 
manic accent, “will not be finished 
until we come close to the old earn- 
ings (e.g., $9.03 in 1949). 

Some Case critics suggest that Rojt- 
man may just be riding the turning 
tide of farmers’ fortunes, point out 
that such Case rivals as Deere & Co. 
(Forses, May 15) are also pecking at 
prosperity. But Rojtman, who already 
has more business than he can handle, 
says flatly that “Case will outstrip 
every other farm equipment manu- 
facturer this year in percentage of 
sales increase,” has “a fairly good 
chance” of doubling its profits again 
next year and reinstituting cash divi- 
dends. Whether Rojtman the Prophet 
proves as shrewd as Rojtman the 
Plowman remains to be seen. At least 
no one at Case has suggested that he 
have another talk with that psy- 
chologist. 
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ALUMINUM 


DISILLUSION TIME 


In some ways the recession 

has been harder on alumi- 

num than on steel. Reasons: 

high break-even points and 

dependence on government 
stock piling. 


IN LAST year’s short but sharp stock 
market decline, few stock groups 
burned investors as badly as did the 
“growth” aluminum companies. Even 
allowing for the current rally, shares 
of aluminum’s Big Four were down an 
average of 37% from their highs in 
late June. This was more than three 
times as great a loss as the market, 
measured by the Dow Jones industri- 
als, had sustained. 

Not unnaturally, this has set many 
formerly enthusiastic Wall Streeters 
to giving aluminum a hard second 
look. One of the hardest looks came 
last month from Harold Nelkin of 
The Street’s Oppenheimer & Co. “By 
a sardonic trick of time,’ declared 
Nelkin, “substantial new producers 
and capacity [of aluminum] are com- 
ing on stream when markets are al- 
ready flooded.” 

Trick or Miss? Whether it was a 
“trick of time” or simply massive 
miscalculation on the part of the in- 
dustry brass was an open question. 
One fact, however, was undeniable: 
at a time when many of the industry’s 
potlines were either shut down or 
operating at a fraction of capacity, 
large amounts of new capacity were 
coming into the market. Newcomer 
Ormet Corp. (jointly owned by Olin 
Mathieson and Revere Copper & 
Brass), which poured metal from its 
first potline at the end of April, was 
by late June pouring the white metal 
on the market at the rate of 100 short 
tons a day. 

But Ormet’s production was only a 
drop in the bucket compared with the 
almost 900,000 additional short tons 
of capacity that American and Cana- 
dian companies began to bring on 
stream this year. Combined with 
recessionary cutbacks and heightened 
competition from foreign countries, 
Russia prominently among them, this 
new capacity is helping to glut the 
aluminum markets. Price cutting, be- 
gun last March when Canada’s Alumi- 
nium Ltd.* reduced the price of virgin 
aluminum by 2c a pound, has been 
continuing in all varieties of the fin- 
ished product. 


*Aluminium Ltd. Traded NYSE. Current 
rice: 274%. Price range (1958): high, 3214; 
ow, 2614. Dividend (1957): 87142c. Indicated 
1958 payout: 70c. Earnings per share (1957): 
$1.37. Total assets: $1,208.9 million. Ticker 
symbol: ALI. 
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ALUMINUM 
REDUCTION 


To help expand the output of alum- 
inum during the Korean War, the 
U.S. agreed to buy the surplus pro- 
duction of war-built plants, has since 
helped the nation’s three largest 
aluminum-mokers to get rid of their 
excess supplies. But the program is 
being progressively reduced and will 
end during 1959. The chart below 
shows how fast the Government's 
buying is dropping this year. Hardest 
hit: Reynolds and Kaiser. 
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Red Ink Coming? The situation could 
no longer be dismissed as simply a 
temporary inconvenience. It had 
reached the point where market ana- 
lysts were worrying whether, in the 
immediate future, several of the in- 
dustry’s big four would be able to 
operate in the black. 

The key problem, believes Oppen- 
heimer’s Nelkin, is the aluminum pro- 
ducers’ high break-even points. Steel, 
as recent months have shown, can 
make some money at 40% of capacity. 
At least the big steelmakers can. But 
Nelkin’s estimates (see table) show 
that just to break even, aluminum 
companies in general must operate 
well above this rate—as high as 70% 
of capacity in Kaiser’s case. 

Double Trouble. If Nelkin’s figures 
are correct, Kaiser Aluminum & 


——SAFETY MARGINS 


Break-even points of the alumi- 
num manufacturers, with the ex- 
ception of low-cost producer 
Aluminium Ltd., are relatively 
high compared with those of 
other metal-makers. 

% of capacity 


necessary 
te break even* 


KAISER 70% 72% 
REYNOLDS 64 73 
ALCOA 59 70 
ALUMINIUM 49 80 
*Based on estimates by Oppenheimer & Co 


Recent 
Operating 
Rate 











Chemicalt and Reynolds Metals** 
appear to be in double jeopardy. 
Reason: they have been depending 
heavily on U.S. purchases of their 
surplus production for the govern- 
ment stockpile, and the contracts for 
such purchases are scheduled to run 
out next year (see chart). In the 
first quarter of 1958, the Government 
took aluminum at an annual rate 
equal to about 24% of U.S. capacity 
But in the second quarter the U/S. 
take dropped to 14%. It is due to go 
down to 8% in the third and fourth 
quarters, vanish entirely during 1959 

As a result, by the end of 1958's 
third quarter the American indus- 
try’s operations, now at around 15% - 
18%, will have dropped by 16 percent- 
age points, almost automatically. A 
pickup in commercial orders could 
change this, of course. But it would 
have to be an unexpectedly big pickup 

Reynolds’ Cushion. Most immediate- 
ly hurt will be Reynolds, which was 
most helped in its first quarter by 
government purchases. Reynolds has 
one consolation: more than 80°% of its 
sales are in fabricated products, which 
have a far higher profit margin than 
primary aluminum. Result: Reynolds 
probably will not feel the pinch as 
severely as it otherwise would, since 
the kind of virgin ingots it sells to 
the Government account for only a 
small part of its profits. 

Not so Kaiser. Even with its gov- 
ernment shipments, it has been oper- 
ating only barely above its break- 
even point. Any drop in sales is 
bound to have a magnified effect on a 
marginal money-maker. In addition, 
Kaiser’s big debt and heavy capital 
expenditures clamp the lid tighter on 
its ability to limp along and still make 
money. “Kaiser is not likely to earn 
its dividend in the second quarter,” 
predicted a financial last 
month, “and looking even farther 
ahead, it is just about as unlikely to 
earn the third-quarter dividend.” 

Non-Dependents. Alcoa, among the 
U.S. producers, is luckier. Less de- 
pendent on the Government than its 
fellow domestic producers, giant 
Aluminum Company of Americat+ 
sells only a fractional percentage of its 
production to the U.S., and even that 


observer 


+Kaiser 
Traded 


Aluminum & 
NYSE. Current price: 2714. Price 

range (1958): high, 2914; low, 23. Dividend 

(1957) : 90c. Indicated 1958 payout: 90c. Earn- 

ings per share (1957) $1.58. Total 

$742.3 million. Ticker symbol: KLU 


Chemical 
1 


**Reynolds Metals 
Current price 


high, 45; low, 


Co. Traded NYSE 
41',. Price range (1958) 
32'4. Dividend (1957) 
Indicated 1958 payout: 65c. Earnings per 
share (1957): $3.28. Total assets: $733.3 mil- 
lion. Ticker symbol: RLM 


65c 


‘tAluminum Co of America Traded 
NYSE. Current price 707,. Price range 
(1958) : high, 7442; low, 603,. Dividend (1957) 
$1.20. Indicated 1958 payout: $1.20. Earnings 
per share (1957): $3.55. Total assets: $1,315.6 
million. Ticker symbol: AA 
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REYNOLDS’ DAVID REYNOLDS: 
bullish on the balance of the year 


will disappear in the third quarter. 

Canada’s Aluminium, of course, is 
completely independent of the US. 
Government. But Aluminium has 
troubles of its own. For one thing, 
Aluminium cannot economize during 
slumps by cutting off outside sources 
of power, as can Alcoa. Its ownership 
of its own low-cost hydroelectric 
plants is a two-sided sword, acting to 
cut costs during boom times, but to cut 
earnings (because interest and fixed 
charges remain) during a recession. 

For these reasons, and because 
Aluminium’s profit margins as a 
maker largely of primary aluminum 
are lower than its rivals’, Wall Street 
suspects that the Canadian company 
is unlikely to earn its dividend either 
for its second or third quarter. 

For the Long Pull. But even if profits 
held for all four at first-quarter 
rates—despite the phasing out of gov- 
ernment buying—aluminum investors 
would have little to cheer about. Alcoa 
is unlikely to earn more than $1.50 a 
share for the full year, Reynolds 
$1.50, Kaiser 75c and Aluminium 
60c. Said Harold Nelkin: “If second- 
quarter estimates of earnings were 
projected on an annual basis, the 
price-earnings ratios indicated by 
current markets might be truly fright- 
ening.” Samples: Reynolds, 52 times 
earnings; Kaiser, 68; Aluminium, 69; 
Alcoa, 71. 

It was the long pull, obviously, that 
seemed to have investors magnetized. 
They evidently hoped, too, for a bet- 
ter second half. Promised Reynolds’ 
Executive Vice President David P. 
Reynolds: “We expect to make and 
sell as much metal in 1958 as in 1957.” 

Even so, a good many Wall Street- 
ers, Nelkin among them, doubt 
whether investors will quickly re- 
their onetime enthusiasm for 
the aluminum industry. Said one last 
month: “Basically, the industry may 
be in good shape, but a lot of in- 
vestors in these stocks are going to 
wince at the phrase ‘growth stocks’ 
for a long time to come.” 


cover 
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SHIPPING 


THE SECRET 
OF SUCCESS 


In the case of Lykes Bros, 

Steamship Co., which hove to 

on the Big Board last month, 

thrifty care of cash turns the 
trick. 


“THE SECRET of our success,” genially 
concedes Joseph Taliaferro (“Mr. 
Joe”) Lykes, “has been conservation 
of earnings.” Last month, as shares of 
Lykes Bros. Steamship Co.* (opened 
for the first time to the public in 
April) were launched on Big Board 
trading, Wall Street had a good chance 
to make a sober assessment of the 
results. 

Empire's Heart. It added up to a re- 
markable case study of shrewd cor- 
porate husbandry. Begun by an ex- 
dentist, Dr. Howell Tyson Lykes, who 
married into a leading Florida ship- 
ping family, the Lykes family fortune 
was founded on swift profits made by 
shipping cattle to war-torn Cuba. 
Consolidated and expanded by Found- 
er Lykes’ seven sons, the Lykes name 
became a byword on the Gulf Coast 
and in ports around the world. The 
heart of the family fortune was ship- 
ping, anchored solidly in the industri- 
al and agricultural area served by the 
Mississippi River, the Intracoastal 
Waterway and the deep-water Gulf 
of Mexico. But the interests of the 
Lykes’ family soon multiplied far 
afield into innumerable cattle, citrus 
and real-estate ventures. Knowledge- 
able Southern’ bankers _ estimate 
that the whole complex show has pro- 


*Lykes Bros 
Current price: 21. Price range (1958) 
2254; low, 19'2. Dividend (1957): 50c. Indi- 

1958 payout: $1. Earnings per share 
$4.51. Total assets: $189 million 

Ticker symbol: LYK. 


Traded NYSE. 


high, 


Steamship 


duced almost one hundred millionaires 
among the prolific Lykes clan. 

Patriarch of the Lykes clan and 
chairman of Lykes Bros. Steamship 
is seventy-year-old “Mr. Joe,” 
sole survivor of the seven brothers, 
whose eye for a multiplying equity is 
as keen as any U.S. industrialist’s. 
Under his scrutiny, Lykes Bros. 
Steamship’s equity has grown in a 
fashion which is still the talk of Wall 
Street. As its offering prospectus first 
revealed, to the considerable surprise 
of Canyon professionals, Lykes Steam- 
ship is the nation’s most profitable 
shipping company, with gross reve- 
nues last year of $89.5 million, net 
earnings of $15.8 million. 

Unlike its biggest rival, U-‘S. 
Lines, it is virtually an all-freight 
operation, a policy that has obviously 
paid off. On revenues nearly half 
again as large last year ($146.1 mil- 
lion), U.S. Lines earned only $12.2 
million. Thus Lykes’ 54 Cargoliner 
freighters brought down more to net 
than U.S. Lines’ 53 freighters and its 
passenger liners S.S. America and 
S.S. United States. 

Never a Loss. Hand-picked as boss 
of the steamship operations by Mr. 
Joe is President Solon B. Turman, 58, 
his nephew. Says Turman, counting 
his admirable inheritance: “We have 
never wound up a year in the red in 
all our history.” Shrinking freight 
markets and _ stiffening competition 
have put a pinch on most shipping 
companies’ profits, but since 1948 
Lykes Bros. Steamship has managed 
a mild gain, from $3.86 to $4.51 on each 
of the 3.8 million presently outstand- 
ing shares. 

It is just here that Mr Joe’s cash 
caution comes into play. In the same 
years, Lykes has paid out only 16.1% 
(or $19.6 million) of the $121.7 mil- 
lion it has earned after taxes. With 
thousands of private investors to take 
care of, U.S. Lines by contrast has 
felt constrained to be more liberal, 


THE SEVEN LYKES BROTHERS (“MR. JOE” SEATED, FAR RIGHT): 


family with one hundred millionaires 
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NATIONAL GYPSUM’S BAKER: 


TILING’S SCHWEIKER: 


They divided by four to get one 


paying out 36.7% 
dividends. 

Thus Wall Street felt some surprise 
that the shrewd Mr. Joe and Shipping 
Boss Turman picked a recession year, 
when freight revenues were down 
considerably, to launch Lykes Bros. 
Steamship on the waters of public 
ownership. A closer look, however, 
revealed the logic: they needed the 
money. The reason involves some his- 
tory. One of Lykes’ great shipping 
coups was purchase, in the 1930s, of 
52 vessels for $2.5 million. Again in 
1946 Lykes snapped up 21 more ships 
at bargain surplus prices. But under 
U.S. Maritime rules, Lykes is ob- 
liged to replace such ships within 
a stipulated time. The total tab for 
Lykes’ present replacement program: 
roughly half a billion dollars, $225 
million of which will be provided by 
subsidy. 

Arithmetic of Assets. In his cash- 
careful ways, Mr. Joe has saved up 
some $128 million to date to pay for 
the balance of the replacement pro- 
gram. Over the next dozen years, ex- 
pected earnings will nearly provide 
the rest. But Wall Street calculates 
that even well-heeled Lykes—prob- 
ably by far the best-equipped U.S. 
shipping company financially to com- 
plete its ship replacement obligations 
—will need another $50 million to do 
the job. Some $6.3 million for this 
purpose came from the sale of stock 
in April. Now Wall Street expects an- 
other $40 million-odd to be raised by 
bonds or further equity financing. 

In a sense, the stock sale ran coun- 
ter to Mr. Joe’s old cash-conscious 
principles. For to make the shares 
attractive, the dividend had to be 
raised from 50c to $1 per share. That 
means that in adding $6.3 million to 
Lykes’ shipbuilding fund, the compa- 
ny has added $1.9 million annually to 
its dividend bill. Now Wall Street 
expects Mr. Joe Lykes and Solon Tur- 
man to watch every dollar with twice 
their customary care 


of its earnings in 
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HIGH FINANCE 


MATHEMATICS 
OF MERGER 


When two companies merge, 
how do they get together on 
the terms? Last month in- 
vestors got some light thrown 
on this long murky matter. 





Mercers make big news, but they also 
make considerable confusion for 
stockholders. So complex are the 
factors that govern such exchanges of 
corporate stock that most stockhold- 
ers—and many Wall Street profes- 
sionals—think of such occurrences as 
a gigantic game of blindman’s buff, to 
be played with a plunge and a prayer. 

Getting Together. Last month in- 
vestors got some revealing light 
thrown on this long murky question 
of how companies get together on 
merger terms. The occasion grew out 
of the merger offer by Buffalo’s 
$175-million (total assets) National 
Gypsum Co.* for Pennsylvania's $9.9- 
million (total assets) American En- 
caustic Tiling Co.+ It involved some 
delicate dickering by both sides. Once 
before, last year, National Gypsum’s 
Chairman Melvin Baker and Ameri- 
can Encaustic’s President Malcolm 
Schweiker nearly got together, broke 
off negotiations on the stock exchange 
terms. Finally this spring they agreed 
on a formula (see table). 

What fascinated—and edified—mar- 
ket professionals were the mechan- 
ics, balancing off one factor against 


*National Gypsum Co. Traded NYSE. Cur- 
rent price: 47!2. Price range (1958): high, 
4834; low, 42. Dividend (1957): $2 plus 2% 
stock. Indicated 1958 payout: $2 plus 2% 
stock. Earnings per share (1957): $3.16. Total 
assets: $174.9 million. Ticker symbol: NG 


+American Encaustic Tiling Co 
NYSE. Current price: 19',. Price 
(1958) : high, 2014; low, 1314. Dividend (1957) 
70c plus 4% stock. Earnings per share (1957) 
$1.67. Total assets: $9.9 million. Ticker sym- 
bol: AET 


Traded 


range 


another. In terms of book values, Na- 
tional Gypsum shares (each with a 
book of $33.30) had a value of 3.46 
times American Encaustic’s $9.62. 
That settled relative equities, but it 
left the question of earning power. 
Over the past three years, National 
Gypsum’s per share earnings aver- 
aged $3.79 against $1.67 on each 
American Encaustic share—a 2.27-to-1 
ratio. As dividend payers, including 
the cash value of stock 
National Gypsum’s $2.80 
last year was 2.15 times American 
Encaustic’s $1.30 dividend. Finally, 
in the marketplace investors valued 
National Gypsum’s shares at 2.47 
times American Encaustic’s price. 

Working Out a Deal. With those fou: 
basic factors—equity, earning power, 
dividends and market price—to take 
account of, Baker and Schweiker got 
down to some elementary arithmetic 
Giving each equal weight, they obvi- 
ously agreed to add together the four 
ratios, divide by four, to reach terms 
for exchange of the stock. By this 
calculation, each National Gypsum 
share was theoretically “worth” some 
2.59 shares of American Encaustic 
Then to sweeten the deal for Ameri- 
can Encaustic’s shareholders, Baker 
agreed to exchange one National Gyp- 
sum share for each 2.4 American 
Encaustic shares held. 

Registering the shares he proposed 
the exchange with the SEC and filing 
a prospectus, buoyant Mel Baker 
bubbled confidently of success. “We 
expect that well over 90°% of Tiling 
shareholders will accept our offer,” 
crowed he. “We bring them the ad- 
vantage of a widely diversified com- 
pany with a prestige name.” Added 
Malcolm Schweiker, whose family 
owns 33% of Tiling shares: “We're a 
one-product company, although it’s a 
good product. Being acquired by 
Gypsum will increase our own sales 
potential and give us profit insurance 
This will be,” judged he, 
change.” 


dividends, 
dividend 


“a fair ex- 


-———COMING TO TERMS 


When 


and 
ing got to- 


National Gypsum 
American Encaustic TH 
gether to work out merger terms, 
four factors were given equal 
weight. Averaging out relative 
positions in each of these items, 
a deal was closed. 


American 
Encaustic 


National 


Book Value 

Earnings (3-yr. av 1.67 
Dividend* 1.30 
Mkt. Price 19 


Average of ratios 
Actual exchange ratio 


*Stock dividends computed at cash value 














HAZARD OF THE AUTO-OWNER: 


“attractive nuisances” can have unpleasant consequences 


PERSONAL BUSINESS 





ANYTHING’S 
LIABLE TO HAPPEN 


... And if it does, you may 

be held legally responsible. 

Better check and see if you’re 
covered. 


Two MONTHS ago a jury of seven 
women and five men sitting in Okla- 
homa’s Creek County Superior Court 
heard testimony that, in 1956, a 
Missouri-Kansas-Texas Railroad train, 
traveling 35 mph in a 25-mph zone 
and sounding no whistle, smashed into 
a car at a crossing where no warning 
signal was displayed. Though the 
car’s occupants—a _ glass worker 
named John Edwards, and his wife 
and daughter—escaped with their 
lives, they were all severely injured. 

In the highest award ever made in 
a personal injury suit arising from an 
accident, the jury promptly ordered 
the Katy to pay Plaintiff Edwards 
a staggering $650,000 in damages. 
Though the defendant was a railroad, 
the case points up a startling trend 
among juries in personal injury cases 
where the defendant is an individual. 
To the delight of lawyers but to the 
regret of insurance companies, juries 
are awarding ever higher damages to 
plaintiffs in personal injury suits. 
Since 1940 in the Supreme Court of 
New York alone, the average amount 
of damages awarded to plaintiffs in 
jury trials (about 44% of them in- 
volving auto liability cases) has 
jumped 221% (see chart). But while 
the average award increased by $2,430 
between 1940 and 1948, in the past 
eight years it has grown by $4,360— 
almost twice as fast. 

The Big Payoff. The giveaway trend 
has the National Association of Com- 
pensation Claimants Attorneys, whose 
lawyers specialize in such cases (and 
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earn anywhere from 35% to 50% of 
the award plus expenses), cheering. 
Never have fees been fatter or 
jurors more sympathetic. 

But the whole trend also has the 
National Bureau of Casualty Under- 
writers, which sets insurance rates for 
114 member companies, up in arms. 
Reported the Bureau last month: as 
a result of paying out $116.70 in auto 
claims for every $100 of premiums 
earned, the nation’s top stock auto- 
mobile liability insurance companies 
actually lost $147 million last year, 
made up the difference only by dip- 
ping into surplus and profits from 
investment income. 

Yet just as worrisome to insurance 
men as claims arising from the head- 
line-making train and auto wrecks 
are the thousands of cases that pop 
up every day in courts throughout 
the U.S., which involve suits growing 








TRIPLE 
INDEMNITY 


Even the cost of accidents is go- 

ing up. In cases involving auto 
liability, negligence, equity and 
contracts, U.S. juries have tended 

in recent years to award 
plaintiffs ever larger dam- 

ages. Since 1940, according $ 


to records of the Supreme | 
Court of New York, the 
average amount of 
verdicts for plaintitts 

in jury trials has | 
skyrocketed 221%. 
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out of insidious little accident cases— 
dog bites, slippery sidewalks, falls 
downstairs, even broken bricabrac. 
Because awards in personal liability 
cases are on the rise as well, insurance 
company rates for “CPL” (Compre- 
hensive Personal Liability) policies, 
which protect against such unforesee- 
ables, have been going up too. Though 
$10 a year can still buy $10,000 worth 
of personal liability protection in 
many states, the basic rate in Florida 
has risen to $12, in Connecticut to $18 
and in New York, which has made 
two rate adjustments in the past eight 
years, to $15.50. And every time a 
lawyer wrings a bigger award from a 
jury, the chances increase for a fur- 
ther rise in the insurance burden 
motorists must bear. 

Protection Policy. The frightening 
thing, insurance men point out, is that 
while more than $30 million worth of 
CPL policies are in force, 55% of them 
are for the minimum $10,000 coverage. 
It means that many of those policy- 
holders who have taken out CPL 
protection are nevertheless uninsured. 
Their coverage, in other words, does 
not allow for the inflation that hit 
liability cases along with everything 
else. Worse still, a shocking portion 
of the nation—especially homemakers 
—has no protection whatsoever against 
the kind of accident that milks many 
an unsuspecting homeowner of his 
savings every year. 

The tragedy, say insurance compa- 
nies, is that Americans live in blissful 
unawareness that their own homes 
can be dangerous hazards, their chil- 
dren potential property wreckers and 
even their cuddly pets lethal weap- 
ons. According to the ever-changing 
laws of “liable,” even the most law- 
abiding, self-respecting citizen is prey 
to all kinds of personal injury suits, 
and “freak accidents” are no defense 
to tough-minded jurors. 

In Memphis, when a female house- 
guest jumped and broke her leg after 
her host playfully dangled a dead 
mouse before her face, she collected 
$1,750. In Baltimore, when a woman 
who had come over to watch her 
neighbor’s TV set stumbled over a 
rug in the dark and was injured. she 
left the courtroom with $10,000 in 
damages. 

In U.S. courts today, the old English 
law of “let the visitor beware” no 
longer applies. Quips one lawyer: 
“The way verdicts and settlements 
are going these days, when a couple 
sends out an invitation to a cocktail 
party, they should print them on a 
skull & crossbones together with the 
warning: look out for the hall rug, 
watch out for nicks on the cocktail 
glasses and beware of the dog! And 
just to be sure, invite your lawyer so 
he can settle right on the spot.” 
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For the Dogs. Unhappily for dog 
owners, even a well displayed “Be- 
ware!” sign is no excuse in pleading 
innocent to a dogbite charge, and the 
old saw, “every dog is entitled to one 
bite,” leaves many a hardbitten juror 
unimpressed. There are cases in 
which trespassers successfully sued 
for dog bite damages. 

Not only are there more laws 
against dogs than any other domestic 
animal, but the hound itself may be an 
innocent victim that causes his owner 
grievous harm. In Ohio, when a car 
swerved to avoid a dog and crashed 
upon the sidewalk, the motorist sued 
the dog’s owner—and collected $4,500. 

The same is true with kids. When a 
doting grandmother in New York 
gave her nine-year-old grandson a 
bow & arrow, with which he promptly 
shot out another child’s eye, the little 
archer was held innocent, but his 
grancmother was ordered to pay $15,- 
24( in damages for providing the tool 
that did the deed. One of the home- 
owner’s greatest pitfalls: innocently 
providing children with what the law 
calls “an attractive nuisance,” and 
which one lawyer says “means any- 
thing a child can see, hear, feel, smell 
or taste.” There is a case on record 
in the state of Washington, in which 
a 10-year-old boy started up a neigh- 
bor’s tractor, which ran amuck and 
plowed into a man’s house. The 
tractor’s owner—not the boy—was 
held liable for placing the attractive 
nuisance in the boy’s path. 

What Price CPL? Court calendars are 
full of cases covering everything from 
handymen, who hand their employers 
summonses for supplying faulty step- 
ladders, to baby sitters, who come to 
sit and stay to sue because they have 
been bitten by their charges. The 
only protection against the great un- 
known is adequate insurance offered 
by CPL policies, which provide cov- 
erage for most of these pitfalls. 

How much CPL should a man 
carry? There is no hard and fast rule, 
but insurance men agree that the 
basic ‘$10,000 policy, in the face of 
mounting awards, is no longer ade- 
quate. For complete peace of mind, 
the well-insured man would do wisely 
to carry as much CPL as his entire 
net worth (i.e., the total value of his 
home, savings, stock portfolio, annual 
income, etc.). Moreover, though few 
policyholders realize it, a small in- 
crease in CPL premium buys a good 
deal more protection. In New York 
State, for example, a CPL policy- 
holder can increase his coverage from 
$10,000 to $25,000 for only an ad- 
ditional $3.10 in premium, a $25,000 
policy can be stretched to $100,000 for 
an additional $4.65. Many agents will 
write a CPL policy for three years at 
only 2% times the annual rate. 
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FLORIDA POWER’S FITE: 
pessimism proved premature 


In the end, the best advice an in- 
surance agent can give his client 
probably is this: watch the trend of 
jury awards and constantly re- 
examine your own protection in terms 
of your potential liability. Chances 
are that many a citizen who considers 
himself well covered would be sur- 
prised to learn how liable he could be. 

Summertime Special. What with sum- 
mer coming on, there are even special 
personal liability policies to provide 
against particular hazards. People 
who rent bungalows, for instance, can 
secure a Fire Legal Liability policy, 
which provides up to $10,000 worth of 
protection in the event the policy- 
holder causes damage to the bungalow 
resulting from fire, explosion, smoke 
or smudge (premium: $5). And any- 
one who is prone to borrowing the 
neighbor’s lawnmower or even ad- 
miring his bricabrac can get up to 
$250 worth of coverage in a Physical 
Damage to Property policy, which 
runs only $2 a year. 

The point is, anything’s liable to 
happen, and the way juries are think- 
ing nowadays, you are likely to be 
held liable. Better look your policies 
over and give your agent a call—it 
may well be the best policy. 


CONNECTING A NEW LINE: 
in 12 months, 50,000 new customers 


UTILITIES 


HAPPY SEQUEL 


That cloud over Florida Pow- 
er & Light last year now looks 
like mostly silver lining. 


A YEAR ago, when the Florida Utility 
Commission ordered Florida Power & 
Light Co.* to make a $4.7-million re- 
duction in its electric power rates, 
Wall Street was pulled up short. Per- 
haps understandably, the Canyon’s 
cognoscenti took a dim view of what 
the ruling spelled out for the fast- 
growing utility’s future. So dim, in 
fact, that within weeks FPL common 
dropped hard from an all-time high 
of 5934 to 44%. 

Such reasoning, it was soon clear, 
was somewhat premature. Thus last 
month Florida Power & Light’s Presi- 
dent Robert H. Fite had some facts 
and figures to show that the pessi- 
mists had grievously underestimated 
Florida’s famed growth surge, and 
Florida Power & Light’s as_ well. 
More like an industrial company than 
a utility, Fite’s company has increased 
its profits a spectacular 300% on a 
349% rise in revenues in the past ten 
years. 

The rate reduction, which went into 
effect last summer, did indeed, Fite 
admits, put a crimp in FPL’s third 
and fourth-quarter results. As a re- 
sult, FPL’s 1957 earnings rose only 
15% to $2.98 a share, a far cry from 
the 26% gain racked up in 1956. 

But the slow-up was short-lived. 
In the first quarter of 1958, added 
Fite, the state’s growth power, aided 
by unseasonably cool weather, had 
begun to make itself felt. In the first 
quarter, revenues rose 18% to $37.4 
million, earnings 18.5% to 96c a share. 
Fite is now confident that Florida’s 
growth has already pretty much miti- 
gated the impact of last summer’s 
rate cut. 

Fite is less willing at this stage to 
predict another record year. But he 
expects a very good one. “In the last 
12 months alone,” he says, “we have 
added 50,000 new customers, and the 
reports we get from the hotel people 
indicate that we may have a good 
summer season.” 

In a complete turnabout, Wall 
Street for once was giving Fite no 
argument. On some_ well-chosen 
second thoughts, Florida Power & 
Light common last month was back 
up to 6714, close to ten points above 


its 1957 high. 


*Florida Power & Light Co. Traded NYSE 
Current price: 6714. Price range (1958): high, 
6914; low, 54. Dividend (1957): $1.31. Indi- 
cated 1958 payout: $1.52. Earnings per share 
(1957): $2.98. Total assets: $463.2 million 
Ticker symbol: FPL 





CONSTRUCTION 


CLEAR SKIES 


Neither the recession nor the 

weather is slowing dam-build- 

ing Morrison-Knudsen this 
year. 





As soss of Boise, Idaho’s $279.9-mil- 
lion (sales) Morrison-Knudsen Co.,* 
Harry Winford Morrison is accus- 
tomed to dealing with the forces of 
nature. Around the globe, his crews 
bulldoze aside such relatively minor 
obstacles as mountains and rivers 
that get in the way of their dams, 
power plants and highways. But there 
is one natural obstacle that Morrison 
has not been able to beat: the weather. 
In the winter, blizzards and rain slow 
down M-K crews, force men and 
machinery into expensive idleness. 
“We just don’t count on making mon- 
ey during the winter months,” sighs 
the otherwise indomitable Harry 
Morrison. “As a rule we'd prefer that 
the financial men forget about our 
first quarter.” 

A Quarter to Remember. But last 
month Harry Morrison was not let- 
ting anyone forget about his latest 
first quarter. Far from having had an 
unprofitable three months of it, Mor- 
rison-Knudsen had earned a healthy 
34c a share. This was quite a different 
matter from the more typical 9c M-K 
earned in the same three months of 
1957. It was far and away the most 
profitable January, February and 
March the company has ever entered 
in its ledger. 

Harry Morrison, however, had not 
yet licked the weather. But his crews 
had run into an unusually mild win- 
ter in the northwestern U.S., had 
been able to work uninterruptedly 
through the season. This put the 
company ahead of schedule on such 
big projects as Idaho’s Hells Canyon 
development and Montana’s Noxon 
Rapids dam and powerhouse. For 
once Morrison-Knudsen’s Morrison 
had been able to hold his expensive 
winter slowdowns to a bare mini- 
mum. 

No Recession Here. But this was not 
the only good news that Harry Mor- 
rison had for his 4,600 common stock- 
holders last month. At the end of 
March, despite the recession, his back- 
log stood at a husky $266 million. 
Better yet, the order book was getting 
fatter by the month. In the first few 
weeks of June alone, Harry Morrison 
inked no less than $21 million in new 


*Morrison-Knudsen Co., Inc. Traded over- 
the-counter. Current price: 31'4. Price range 
(1958) : high, 3134; low, 2612. Dividend (1957): 
$1.60. Indicated 1958 payout: $1.60. Earnings 
La share (1957): $2.70. Total assets: $102.9 
million 
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MORRISON-KNUDSEN’S MORRISON: 
in 1958, a fast start 


contracts, most of them for private 
projects. 

And that was not all. During the 
next few months to come, Morrison is 
counting on bringing in several new 
big building jobs. Reason: a rising 
trend of public works expenditures by 
various federal and local government 
agencies. 

“If our bidding goes well,” smiles 
Harry Morrison, “we have a very 
good chance to earn $3 per share this 
year, our best since 1949.” The way 
things were going last month, neither 
recession nor weather was likely to 
bother Morrison-Knudsen very much 
during 1958. 


the order book was growing fatter 


ELECTRONICS 


HOW TO PICK 
A WINNER 


It takes more than a Ph.D.- 
studded payroll to put an 
electronics company over. 
So says a businessman who 


should know. 





“It’s been very stylish to invest in 
technical growth stocks with a science 
flavor. So stylish in fact that we’ve 
had an investment binge in electronic 
stocks—and every binge has its hang- 
over. We're having one right now.” 
The Casandra, addressing Los Angeles’ 
security analysts last month, was him- 
self the highly respected founder of a 
small electronics company. 

The speaker: Warren B. Hayes, a 
big name in the booming West Coast 
electronics industry. Hayes was suf- 
fering from no hangover. In 1954 he 
co-founded Culver City, California’s 
Pacific Semiconductors with two sci- 
entist-refugees from Howard Hughes’ 
unruly stable. A $5-million (sales) 
manufacturer of diodes and transis- 
tors, highly successful Pacific is still 
privately held by its executives 
(20%), Thompson Products (40%) 
and Ramo-Wooldridge (40%). 

Hayes, however, was a good deal less 
than bullish on many of his smaller 
competitors. He left no doubt in his 
listeners’ minds that investors had not 
yet finished paying the piper for their 
electronics spree. “A shakeout of 
marginal companies in the semicon- 
ductor and electronics fields is inevi- 
table,” he declared. “In fact, it’s al- 
ready in process. Hundreds of firms 
were set up to make TV receiving 
tubes, but today GE, RCA and Syl- 
vania account for 70% of the busi- 
ness.” 

The same pattern, concluded Man- 
ager Hayes, can be observed in the 
semiconductor industry. “I can think 
of 81 companies which tried to get 
into semiconductors,” added he. “Fif- 
ty are out of business, inactive or 
fading rapidly. There are perhaps a 
dozen healthy, vigorous competitors 
who dominate the industry.” 

Five Factors. Having thus quashed 
some fiscal science fiction, Hayes did 
not let the matter rest there. He went 
on to give the analyst audience some 
homely advice on how to pick winners 
in the electronics field. His high 
points: 

e InpustrY STANDING. “The compa- 
ny must have a hot product which it 
can produce competitively and eco- 
nomically.” 

@ MANAGEMENT. “First and fore- 
most, managers must be businessmen. 
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Scientific ability is no substitute for 
business ability.” 

e Procram. The company must be 
a bird dog rather than a copy cat. 
Rather than latch on to a product 
developed by another, it must pioneer. 

@ Frnanciat Capacity. The compa- 
ny must have ample funds. 

e REcorRD OF ACCOMPLISHMENT. The 
company should show an outstanding 
record of product development, mar- 
ket penetration and profits. 

Vital Shift. “The one-product elec- 
tronics specialty company is doomed,” 
concluded Hayes. “In 1954, for ex- 
ample, germanium diodes brought 
$2.25 per unit. Now the price is down 
80% to 50c per unit—but the cost of 
producing them is not down nearly as 
much. You’ve got to leap from prod- 
uct to product. Then as each one 
matures, you’ve got to concentrate on 
being a businessman.I mean reduc- 
ing costs, striving for manufacturing 
efficiency.” Success in the business, 
said Hayes, requires more than a pay- 
roll studded with Ph.Ds “From 
here on out,” predicted he, “the 
emphasis in electronics will shift from 
discovery to production. Business 
ability will be all the more important.” 

Did that mean that small brainy 
outfits would be swamped competing 
with such giants as GE or Texas In- 
struments? “Not at all,” retorts Hayes, 
who has good reason to hope he is 
right. “It’s a case of choosing your 
own battlefield and fighting like a 
businessman.” 


RETAIL 


PROSPERITY 
BY MAIL 


Having trimmed down to its 

profitable mail order opera- 

tion, Spiegel, Inc. is enjoying 

prosperity in spite of the re- 
cession. 


“WHEN you're 93 years old, it’s time 
to settle down.” So quipped Modie J. 
Spiegel Jr., chairman of Chicago’s 
Spiegel, Inc.* last month. Spiegel, 
57, was speaking not of himself but 
of the company founded in 1865 by 
his grandfather. Starting as a furni- 
ture store, Spiegel expanded under 
the founder’s son into a good-sized 
mail-order operation and general re- 
tail chain. Taking a new tack under 
grandson Modie Jr., in the 1940s the 
company expanded into a 150-store 


*Spiegel, Inc. Traded NYSE. Current price: 
gg Price range (1958): high, r67%; low, 
Dividend (1957): $1. Indicated 1958 pay 
a: $1. Earnings per share (1957): $1. 3. 
Total assets: $115 million. Ticker symbol: 

SM. 
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conglomeration of small department 
stores. 

Modie Jr.’s expansion produced big 
sales ($146 million by 1951) but small 
profits. On a stockholders’ equity of 
almost $20 a share the company 
earned but 83c in 1952. So over re- 
cent years, Spiegel has shed its un- 
profitable stores and settled down to 
cultivating its profitable mail-order 
business. 

Fine Fiscal Fettle. Last month, at 93, 
Spiegel’s, if somewhat slimmer than 
before, was in fine fiscal fettle. 
Though sales last year were down 
some $17 million from 1952, profits 
at $1.93 a share were more than dou- 
ble those of five years earlier. The 
year 1958 looked even better. In the 
usually slow first quarter, the com- 
pany earned 5c a share as compared 
with a deficit of 1lc a share last year. 

Trimmed down and prospering de- 
spite the recession, Spiegel was con- 
centrating on its own specialty: time- 
payment mail-order business. Like 
his much bigger mail-ordering com- 
petitors Sears, Roebuck and Mont- 
gomery Ward, Spiegel backs his cata- 
logue with a string of 150 catalogue 
stores. But unlike them, the volume 
of business is preponderantly on 
credit (75%) compared to about 45% 
for Sears, 36% for Ward. 

Exulted Modie iene last month: 


Want a complete report 


of every movement 
of each of your 


trucks .. . daily ? 


“Sears and Montgomery Ward are 
doing better in their mail-order de- 
partments than in retail. We're cash- 
ing in on the same trend.+ People 
are shopping a lot more carefully 
these days and lower prices are lur- 
ing them away from retail.” 

In Spiegel’s case there is certainly 
no doubt this is true. In May, Spiegel 
sales were $10.7 million, a whopping 
20% rise from May, 1957. For the 
first five months of 1958 sales hit $46.1 
million, a 9% rise from the like 1957 
period. Sears showed virtually no 
change for the month and a 2.4% dip 
for the five months. 

Hard Is Soft. Easy credit and an 
emphasis on price cutting are two 
factors which Spiegel credits for his 
success this year. But he also gives 
a large part of the credit for his up- 
trending fortune to an emphasis on 
such soft lines as apparel, rugs, linens 
and other household 
which account for about 
of his sales. Says he: 
mail-order houses, we don’t carry 
much in the way of the hard-to- 
sell big-ticket national- 
brand appliances.” The kind of hard 
goods he does carry has been selling 
well and _ profitably: fishing 


accessories, 
two-thirds 


“Like othe 


loss-leader 


gear, 


‘By Spiegel’s own figures, his company 
does a mail-order volume of $128 million as 
against $792 million for Sears, $358 million for 
Montgomery Ward 


samen lA CHOGRAP ‘‘supervises’’ 


truck operation for less than 2¢ per trip 
When you equip your fleet with TACHOGRAPHS, a. 


it’s like having your supervisor ride on every truck 


without leaving his desk. 


A chart, costing less than 2 cents, 


placed inside the 


Tachograph at the start of each day or before each 


run, provides a graphic 


record of operation. 


These 


reports help reduce operating costs by encouraging 
better driving habits that save time, gas, oil, and tires. 


Get details. Mail coupon for Bulletin SU-3. 
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Sunray’s Family Grows Again! 


ON JANUARY 1, 1958 Sunray listed a total of 103,810 
shareholders of record for its common stock. The 
company is quite proud to have this many owners, 

and enjoys the distinction of being one of a selected 
list on the New York Stock Exchange with more than 
100,000 stockholders. 





wotch 


SUNRAY 
GROW > 


Sunray President 
W. C. Whaley, 
left, presents cer- 
tificate to Mr. 
and Mrs. John D. 
Wendling of Wa- 
terloo, lowa. 


MR. JOHN D. WENDLING of Waterloo, Iowa, recently be- 
came Sunray's 100,000th shareholder. As such, he was 
honored at the company's annual shareholders meeting, 
held in the Sunray Building at Tulsa, on last May 13. 





MR. AND MRS. WENDLING were flown to Tulsa for a round 
of festivities including a tour of Tulsa, a visit 

to the Will Rogers Museum at Claremore, a trip 
through the D-X Sunray Refinery in Tulsa, a visit 
with Paul Pitts, Chief of the Osages, and, of course, 
the shareholders meeting. 





AT THE MEETING Mr. Wendling was presented with a 
properly inscribed plaque, and was made an "Honorary 
Sunray Roustabout"-—a procedure that will be ob- 
served each year with the com- 

pany honoring the person who 

has come the greatest dis- 

tance to attend the annual 

shareholder meeting. 





MR. WENDLING is a cattle buyer ; + 

for the Rath Packing Company. — 

He and Mrs. Wendling are par- “ae 
ents of three children, aged 

6 to 10 years. He served in the United States Navy 
during World War II and obtained his BS degree in 
Animal Husbandry following his tour of duty. 





MR. WENDLING bought his 35 shares of Sunray Mid- 
Continent Oil stock as a family investment after 
becoming acquainted with SDX as a long time user of 
D-X Sunray products. When the purchase was made 
little did he realize that this transaction would 
lead to his becoming a "celebrity" and to mark 
another high point in Sunray's 38 year history. 





D-X is the brand name of quality products manufactured 
by D-X Sunray Oil Company, a wholly-owned subsidiary 
PRODUCERS 
REFINERS 
MARKETERS 








skates, costume jewelry. 

None of this has gone unnoticed in 
Wall Street. Spiegel has acquired 
new stature there. Its shares sold 
last month at a two-and-a-half-year 
high of 16%, up 85% from its Janu- 
ary 1958 low of 9%. Cheered Modie 
Jr. last month: “Our 1958 net profits 
are going to best 1957’s and the fu- 
ture looks even brighter.” 


STEEL 


SMALL PORTIONS 


Even with red ink splashing 

its ledgers, Sharon Steel 

hasn’t forgotten its stock- 

holders. But it has been cut- 

ting the dividend pie increas- 
ingly thin. 


WHEN directors of Sharon Steel Corp.* 
gathered at company headquarters 
in Sharon, Pa. last March, they did 
not appear overly worried by the re- 


| cession. True, the medium-sized pro- 
| ducer of hot and cold-rolled strip, 


which sells some 40% of its tonnage 
to the auto industry, was riding down- 
hill with Detroit. And President Al- 
fred M. Tredwell Jr. offered a glum 
report: Sharon Steel was about to 
record in its ledger its first quarterly 
deficit since 1952. Because of the 
loss, the directors chopped Sharon’s 
dividend from 75c per quarter to 35c. 
But that they were paying any divi- 
dend at all in the face of losses seemed 
to indicate that they figured the red 
ink would be a passing phase. 

Last month, however, as the di- 
rectors met again, it was apparent 
that, if anything, they had been much 
too sanguine. Company projections 
pointed to an even greater loss in the 
second period than the $283,000 red 
entry in the first. If that weren’t bad 


| enough, Sharon could look ahead only 
| to its usually depressed third quarter 


—the time of auto model changeovers. 
This time, the directors were more 
forthright, hacked the quarterly divi- 
dend to 15c. 

In one respect, however, Sharon was 
still being generous. Among the five 
medium-sized steels which posted 
deficits in the first period, three 
companies—Colorado Fuel & Iron, 
Pittsburgh Steel and Copperweld Steel 
—have stopped common dividends 
altogether. Slim as it was, Sharon’s 
current 60c annual rate was at least 
testimony to the conviction that bet- 
ter days must lie somewhere ahead. 


*Sharon Steel Corp. Traded NYSE. Current 
rice: 28142. Price range (1958): high, 31; low, 
514. Dividend (1957): $3. Indicated 1958 
ayout: 80c. Earnings per share (1957): 
.68. Total assets: $106.5 million. Ticker 


' symbol: SSH 
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- How many people are working? (BLS non-agricultural employ- 
- How intensively are we working? (BLS average weekly hours 


. Are people spending or saving? (FRB department store sales) 
. How much money is circulating? (FRB bank debits, 141 key 


Factors 4 and 5 are adjusted for value of the dollar (1947-49 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Big Double-Cross 


Tuts, as has been so often emphasized, 
is a rewarding year for the oppor- 
tunist, but a difficult year for the 
classical investor. It’s a year in which 
the premium is on flexibility, a year 
when a “do-nothing” policy can be 
disastrous. Note the following: 

No question about it, Westinghouse 
Electric today is probably in a 
stronger basic position than ever be- 
fore in its history. Moreover, the 
company’s 1958 earnings outlook is 
better than indicated by the 73c per 
share first-quarter profit. Chances 
are, this year’s earnings might ex- 
ceed $3 per share in contrast to last 
year’s $4.18 per share profit. Yet 
Westinghouse does not appear to be 
a particularly attractive intermediate- 
range commitment at this time, and 
the reason is simple: there may be 
an earnings lag which will not be- 
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come apparent in 
the published fig- 
ures until 1959. 

In turn, this will 
reflect two condi- 
tions: 1) There is 
a six months’ lag 
in the heavy equip- 
ment business be- 
tween the time an order is received 
and it is shipped. As a result, earn- 
ings do not yet reflect the current 
slow-down in utility purchasing. 2) 
The prospect that these are the “in- 
between” years casts some doubt on 
the outlook for light industrial equip- 
ment which is another of Westing- 
house’s important apparatus divisions. 
These two classifications account for 
about two thirds of the company’s 
volume. 

To take the other side of the coin, 


there still is cause to be excited about 
the Lorillard situation. The 
here too, is simple: the company’s 
cigarette sales are increasing despite 
greater competition in the high filtra- 
tion field. Sales of Kents still 
rising, Old Gold “Straights” are mak- 
ing strides in the non-filter field, and 
Newports have established a position 
in the mentholated field. Result: the 
1958 earnings potential is in the $8- 
$10 per share area. 

The investor might be 
skeptical of the company’s ability to 
maintain its spectacular gains Sut 
the facts remain that: a) Lorillard 
has had a head start which competi- 
tion will find difficult to overcome. b) 
Its success gives it the financial re- 
sources with which to finance in- 
creased promotional efforts. As a re- 
sult of the foregoing, the new com- 
petition in the filter cigarette field has 
been at the expense of other brands 
rather than at the 
company’s Kent. 

The classical 
take issue with 


reason, 


are 


classical 


expense of the 


might 
pre- 


investor also 


this column’s 





Approaching 
1958 TOP? 


Recent Odd Lot Studies clearly indicated that the market 
trend, at least for the time being, was headed upward. This has 
led some authorities to rush to highly extravagant predictions. 


Is there an analogy in the present situation with 1953-54 
when the stock market trend moving opposite to the current 
business news carried important portent for the long range future 
of the economy—and the stock market? At that time, the Odd 
Lot Indexes clearly provided the clue (strongly buttressed by 
other considerations). 


Unlike the fall of 53 when business was thoroughly liquidated 
and stock prices low (Dow-Jones 260)—neither of those con- 
ditions now prevail. The Dow-Jones “average”, for example, is 
now 200 points higher—and business recovery would need to 
proceed quite a distance to justify even present prices for a 
great many stocks. 


This high-spots the dilemma of many confused investors— 
both large and small—in today’s apparent anomalous stock mar- 
ket. Experienced stock market students dislike to “argue” against 
convincing market action nor disregard legitimate evidences of 
internal stock market strength. On the other hand, experienced 
market technicians cannot fail to be reminded of abortive stock 
market movements in the past that have proved disastrous to 
follow. 


Usually, in the past such movements have proceeded to a point 
when the doubting “public” finally discarded its skepticism, the 
“shorts” covered, the “odd lotters” regained confidence, stepped- 
up their buying—and the traditional sequence followed. 


As the situation unfolds, we believe it will pay not to ignore 
the behavior of the Odd Lot Indexes as they go on to tell their 
story. This is a period, our preliminary Studies indicate, in which 
there is both room for an open mind and a high degree of 
watchfulness. 


It would be idle to claim for the Indexes 100% perfection. 
But their “batting average” of usefulness in similar circumstances 
has been high. We think they are likely to be more helpful in 
their revelation and interpretation of stock market action than 
trying to fathom the uncertainties, guess the future or follow the 
extravagant predictions of the chronic bulls. 


For investors who would like to receive the latest Drew 
Studies and all the weekly Reports for the next 30-60 days— 
we offer a trial subscription at less than one-half the regular long- 
term rates with refund guarantee if the Studies are not consid- 

INVESTMENT 


ered useful. 
DREW ASSOCIATES, Inc. 


53 State St.—Boston, Mass. 
4 weeks—$5 [] 9 weeks—$8 


Send at once your three latest Studies, the monthly chart of the 
Odd Lot Indexes—and all Drew Studies for period indicated, 


Name 


Street 


| ing area. 


| viously expressed thought to the effect 


that the consumer goods stocks—such 
as the drugs, foods, grocery stocks, 
etc.—are in a selling rather than buy- 
No question about it, a 
number of good reasons can be offered 


| for inclusion of the better-managed 
| consumer goods companies in long- 


term portfolios. But, as this column 


| has so often emphasized, this is not 


a classical year, nor is it a year when 
long-term policies can be followed 
blindly. The long-term outlook is as 
obscure today as it was three, six and 
nine months ago. 

Meanwhile, the fact remains that 


the conditions which drove invest- 
| ment money into the consumer goods 
| stocks no longer exist. In the process. 


they’ve become fully priced both 
historically and presently. Specula- 
tion is a business of common sense 
application, and common sense tells 
us that even a good thing can be over- 
done. 

Speaking about 1958, this has been 
and still is a peculiar recession. For 
example, industry will spend 20° less 
this year than last on new plants and 
equipment, but its expenditures for 
research and development are higher 


| than ever before in history. This has 


been a peculiar year in the stock mar- 
ket, too—and it’s likely to remain that 
way. In particular, the classicists who 
have been busy debating the proprie- 
ties of the averages have forgotten 
that speculation is a game where the 
tail must be pinned on the donkey 
in exactly the right place at the right 
time. 

In turn, this raises the threat that 


1958 will be the year of “The Big 


Double-Cross.” A private bull mar- 
ket which saw its birth in a period 
of gloom probably will see its ending 


| in a period of optimism. This could 


be sooner than had been previously 
indicated, for there has been almost a 
mass conversion to the bull side. The 
theory that the stock market is on a 
one-way ticket is getting a little too 
pat for comfort. In particular, there 
are two possible areas of disillusion- 
ment. 

e No question about it, there has 
been a subtle change in the invest- 
ment climate since World War II, 
and the stock market has become 
more stable than it was in prewat 
years. The price changes have be- 
come smaller, and the relative turn- 
over has declined. One reason is the 
fact that the demand side of the 
equation has been bolstered by in- 


| stitutional purchasing, by the fact 


that common stocks have become 


| more respectable. Last year, for ex- 


ample, pension funds made net com- 
mon stock purchases of $978 million 
as compared with $771 million in 


| 1956 and less than $300 million in 
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1951. But it is very easy to over- 


emphasize a changed supply-demand | 


equation. Institutional holders of se- 
curities are sellers as well as buyers; 


they are not, by any means, a steady, | 
permanent, immovable source of de- | 


mand. 


e It is impossible to determine the | 
extent to which fear of inflation is | 


playing a part in this year’s “up” mar- | 


kets. 


Unquestionably, the financial 


sophisticates are busy discussing the | 
implications of our budgetary deficits, | 


the fact that the long-term purchas- 
ing power 


house trainee knows that this has 
been a deflationary era. And the real- 


ist knows that: a) while inflation may | 
mean higher prices, it does not neces- | 


sarily mean higher profits; b) stock 
prices are 
earnings and dividends rather than 
the purchasing power of the dollar. 
Thus, if inflation is a factor in today’s 
markets, it is a possible source of 
later trouble. 

Give or take a week, the mass 
stampede to own common stocks 
probably will have burnt itself out 
by the time this column is in print. 
July is likely to be a “soberer” month 
in terms of the averages inasmuch as 
the market will be meeting an in- 
creased amount of six months’ profit 
taking and it faces the hurdle of rela- 
tively poor second-quarter earnings 
reports. Specialties can and will al- 
ways come to the fore. But the big 
period of average-wise progress prob- 
ably will be completed by Inde- 
pendence Day. This phase of better 
feeling is merely part and parcel of 
the “in-between” years. It is not a 
permanent, new trend divorced from 
reality. 


of the dollar has been | 
downward. But even a_ brokerage | 


related to the trend of | 


But there will be individual oppor- | 


tunities. For example, Deere & Co., 
the second largest but strongest com- 


pany in the field, already has more | 
than made up a weather-induced first | 
quarter decline. Unless the grasshop- | 


per scourge affects the fall wheat har- 
vest, or labor negotiations upset pres- 
ent trends, 1958 earnings should be 
$4.25 to $4.50 per share as compared 


with $3.96 per share in 1957. And 1959 | 


could be a better year, too—for the 
more complex the machine, the faster 
its eventual replacement. The boom 
farm equipment years were shortly 
after World War II (when Deere 
earned $6.76 per share), which means 
the company already has experienced 
the readjustment now being suffered 
by others. Interestingly, the subse- 


quent earnings low point was $2.76 per | 


share in 1954, which in itself supports 
going prices around 36. So do the in- 


dicated $1.75 dividend and the close | 


to $22 per share equity in net working 
capital. 
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Special 


Offer 


SUMMARY of ADVICES 
ON 850 STOCKS 


1 OW is the time to put your investment house in order. Not for many years past 
have there been such wide discrepancies in the performance of individual stocks 
The surprising extent to which all stocks ranked in Group I (Highest) by the Value 
Line Survey have outperformed all stocks ranked in Group V (Lowest) during the 
past six months, is shown by the record as verified by independent certified public 
accountants. A copy of this record is available upon request. 

Your first step should be to check each of your stocks to see how they measure up 
for Probable Market Performance in the next 12 months (whether in Rank I, II, III, 
IV, or V), how they rate for value, safety, income and appreciation potentiality over 
a 3 to 5 year pull. The Value Line Survey provides objective and specific measures 
on each count. These Rankings are available exclusively in the Value Line Survey 
The new Value Line SUMMARY, covering the expanded list of 850 stocks, ranks each 
of these stocks for: 


1. Quality—specific measure of long-term safety of each stock. 

2. Intrinsic Value—a graphic Rating that shows how much each 
stock is now undervalued or overvalued relative to its estimated 
earnings and dividends in the next 12 months. 


Probable Market Performance in the Next 12 Months— 
a Value Line ranking to determine the time to buy or hold 
undervalued stocks, or sell overvalued ones. 

Appreciation—a measure of the relative 3 to 5 year appreciation 
potentiality of each stock. 

Yield—an estimate of the dividend return you may expect trom 
your stocks over the next 12 months. 


With this unusual SUMMARY before you, available only in the Value Line Survey, 
you would have at your fingertips the conclusions reached in the 1,000-page Value 
Line Survey, enabling you to check every one of your stocks against objective and 
current measurements of value, to choose the strongest and safest stocks for your own 
list. A copy of the latest Value Line SUMMARY will be sent you at no extra charge 
under the Special Introductory Offer below. 


mit A SPECIAL $5 INTRODUCTORY OFFER * Wiis 


Under this special offer, you would receive at no extra cost the following 
valuable investment aids to guide you to safer and more profitable investing 


1. COMPLETE SUMMARY OF ADVICES cal, DuPont, Gillette 
on 850 stocks to enable you to check cules Powder 
all your stocks at once & Mfg., 

2. INVESTMENT PROGRAM FOR LIFE- 44 others 
TIME SECURITY—a special Value N ADDITION, you will receive at one- 
Line study including 60 stocks selected half the pro-rata fee, the next 4 
for capital gain, income and safety weekly editions of the Value Line 

3. Also AT NO EXTRA CHARGE, the 79- Survey (approx. 80 pages per edi- 
page current edition of Value Line tion) with Ratines & Reports on 265 
Ratings & Reports on the important leading stocks a new  Spectai 
Chemical, Drug and Tire industries, SiTuaTION recommendation 
with analyses of 58 leading stocks Supervisep ACCOUNT Report 
including Abbott, Allied Chemical, FORTNIGHTLY COMMENTARIES 
American Cyanamid, American Home WEEKLY SuPPLEMENTS and 4 SUMMARY 
Products, Bristol-Myers, Dow Chemi- INDEXES 


Goodyear, Her- 
Merck, Minnesota Min 
Monsanto, Parke, Davis and 





PLUS, at no extra charge, Special Report on 
35 Stocks at a True Buying Juncture Now. 
(Annual Subscription $120) *New Subscribers only 
Sul UNVNLINAUUNLANLOLLLLUSN LU VLA LLL 


To take advantage of this Special Offer, fill out and mail coupon below. 


Send $5 to Dept. FB-108 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 


VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 








PRESIDENT 
Wanted 


This is an exceptional opportu- 
nity for an experienced General 
Manager in the industrial equip- 
ment field. 


We are one of the country’s lead- 
ing manufacturers of industrial 
machinery and equipment and 
the right man for this position 
must have successful general 
management experience in a siz- 
able metal products manufactur- 
ing company or a large division 
of a company. Our annual sales 
exceed $50,000,000. 


Compensation will consist of a 
base salary in excess of $50,000, 
a liberal bonus and substantial 
stock option. 


You may feel free to discuss this 
opportunity with us in complete 
confidence and in your reply 
please include personal descrip- 
tion, present position and home 
telephone number. 


Box #29, FORBES, 70 Fifth 
Avenue, New York 11, N. Y. 


Trade Commotities 


But Get Facts First 





Learn how professionals time their 
trades. How and when to spread. When 
to use stop loss orders. How the market 
may be measured to determine price 
trends. How to stay with the long trend 
and trade the intermediate. 


A revealing wealth of information is 
contained in our book “How To Trade 
Commodities for Profit". 


Send $1.00 for a copy and we will in- 
clude free of charge a 3 weeks trial 
of our complete commodity service plus 
our profit record for wheat and soy- 
beans for the past 4 years. 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, Calif. 


~UP 20,700%. 


Yes, in a 4-year period, = WARRANTS 
showed the above percentage gain, a $500 in- 
vestment appreciating to $104,000. The WAR- 
RANTS of Richfield Oil, Tri-Continental and 
Atlas Corp ad comparative rises. WAR- 
RANTS move faster and further than any 
other type of security. 
If you are interested in capital 
appreciation, be sure to read 
“THE SPECULATIVE MERITS 
OF COMMON STOCK WARRANTS” 
by Sidney Fried 
It discusses Warrants in their different phase 
- explores — many avenues of their profitable 
purchase and sale—describes current oppor- 
tunities in Warrants 
For your copy send $2 to the publishers, 
R.H.M. Associates, Dept. F-110, 220 Fifth 
Ave., New York 1, N. Y., or send for free 
descriptive folder. 


ABBARBARBRBSEBEDEE 
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INVESTMENT POINTERS 


Industry Favorites 


Ir has been over a year since I pre- 
sented an analysis by industry groups, 
and I do so at this time with the 
opinion that the Dow Jones averages 
saw their lows last October, and that 
any reactions that occur from now on 
should be used to purchase good- 
grade stocks. 

AGRICULTURAL EQUIPMENT _ stocks 
have staged a good rally for most of 
this year, and perhaps their advance 
could be extended a good bit farther. 
A little over a year ago, I recom- 
mended Deere at 29, and Oliver, 
around 12. Deere is now 38, and Oli- 
ver is 11. I still favor these two, but 
frankly, this industry group does not 
“thrill” me. International Harvester 
is moderately attractive for income 
purposes. 

ArrcraFT. This industry has re- 
ceived large contracts for guided mis- 
siles, and on a long-term basis should 
do well. I believe much patience will 
be required before worthwhile profits 
are generated from missile work, par- 
ticularly because I believe leadership 
in this field will vary frequently, re- 
sulting from obsolescence and changes 
My favorites 
include Lockheed, Douglas, Boeing, 
and Bendiz. 

AIRLINE travel has increased tre- 
mendously in recent years, and I be- 
lieve this trend will continue for some 
time. The group has been plagued 
with financial problems, not to men- 
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tion rising costs 

and increased 

competition. 

Hence, the out- 

look for improv- 

ing dividends is 

rather uncertain. 

On a long-term 

basis only, Eastern would appear to 
be most attractive. 

Autos. As mentioned in my May 
15th article, I am of the opinion that 
the automobile stocks reached their 
lows some time ago, and despite their 
poor business at present I think 
purchasers of these stocks who have 
patience will be well rewarded. Ap- 
parently, large scale styling alter- 
ations are in effect for the 1959 mod- 
els, particularly so in the case of Gen- 
eral Motors, which is going to “change 
over” its entire family of cars. Ev- 
erything considered, General Motors 
ought to be the best in the group, 
with Chrysler a good speculation in 
the low 40s, and Ford Motor of Cana- 
da “A” an excellent opportunity for 
capital gains. 

Burtpinc. Stocks in this group have 
undergone a considerable decline fo: 
some time. However, I believe they 
have largely discounted the falling- 
off in the construction business and 
are now in a general buying zone, 
especially on reactions. Indeed, there 
have already been some signs of a 
pick-up in this field. American Radi- 
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ator, now around 13, compared with 
a high of 27 in 1955, appears decidedly 
attractive, and I believe readers with 
patience will be well rewarded. All 
the bad news is out. U.S. Plywood, 
now around 31, compared with a 1955 
high of 51, and Johns Manville, Pitts- 
burgh Plate Glass, and Celotex, also 
appear attractive. 

CHEMICAL stocks, in most cases, have 
experienced a decline in earnings dur- 
ing the last year, and the chances are 
more time will be required before 
their earnings are once again on the 
upgrade. However, it is my opinion 
that many of the leaders in this field 
such as du Pont, Union Carbide, and 
Allied Chemical have already de- 
clined enough, and that long-range 
purchases are now fully warranted. 
Indeed, it seems to me that du Pont 
is now selling at a bargain price and 
represents a great opportunity. Two 
years ago, Olin Mathieson was recom- 
mended by nearly everyone at twice 
its current price. The stock has been 
a disappointment. Earnings this year 
are being estimated at around $2 a 
share, and the stock acts as if the divi- 
dend will be reduced. Should it be 
reduced, I believe the stock will be a 
good purchase. 

Drucs. Generally, I believe the 
stocks in this group are on the high 
side. However, for long-term invest- 
ors, Abbott Laboratories, now around 
55, and Carter Products, now 28, ap- 
pear attractive. 

EvLectric, Rapio & TELEVISION. Gen- 
eral Electric continues to dominate 
this industry, and is the best for 
long-range investment. Its_ yield, 
however, is small. I have recom- 
mended Zenith many times; the stock 
has continually out-paced the indus- 
try. It is now selling around 82, hav- 
ing recently been split 2-for-1, and 
continues to be one of my favorites 
for capital gains. I advise additional 
and new purchases on reactions. RCA 
and Columbia Broadcasting have also 
been recommended here on numerous 
occasions, and I continue to regard 
them favorably. RCA is currently 
selling around 35, having declined 
from a high of 55 reached several 
years ago. CBS, at 31, represents one 
of the few companies that expect an 
increase in earnings this year. 

FrnanciaL. Earnings of leading 
finance companies will make favor- 
able reading again this year. The 
stocks in this group made an excellent 
showing during the troublesome mar- 
kets that existed during the last year 
or so. During recent weeks, most of 
them have made new highs. I con- 
tinue to like C.I.T., now 53; Commer- 
cial Credit, now 56, and Pacific Fi- 
nance, now around 51, and suggest 
additional and new purchases on re- 

(CONTINUED ON PAGE 37) 
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: Announcing an important research study on 
e 


FS 


PROFIT PROSPECTS 
for 


PETROCHEMICALS 


With an average annual production increase of nearly 20% 

in recent years, the outstanding rate of growth achieved by the 

petrochemical industry has attracted wide investor interest. Is 
this growth trend likely to continue? And which companies 
are in the strongest positions now? 

A comprehensive 26-page research study on this dynamic 
industry has just been published by Harris, Upham & Co.'s 
Research Department. This study ... 

@ Discusses the background, uses, and past growth trends for 
the various petrochemical product groups. 

@ Compares the growth of petrochemical output with that 
of other chemicals. 

@ Analyzes the prospects for further broadening of petro- 
chemical markets and replacing traditional materials such 
as steel, glass, wood, and non-ferrous metals. 

@ Highlights 11 selected chemical companies and 4 oil com- 
panies and discusses their participation in the petrochemical 
field. 

Illustrated with numerous tables, this valuable study will be 

of interest to every growth-conscious investor. You may obtain 

a free copy by writing Dept. F. 


HARRIS, UPHAM & C2 


Members New York Stock Exchange 
and other leading security and commodity exchanges 


120 Broadway, New York 5, N. Y. 
35 OFFICES FROM COAST TO COAST 











17 STOCKS TO RISE 
on INCREASED EARNINGS 


Including one, now under 9, which looks like a ‘‘soon-to-be-dis- 
covered" stock and another which we select as a future blue chip. 


The two statements below are fundamental to all people interested in stock market 

profits today. 

41. Of all the many factors which indicate whether the price of a stock is going up or 
down—the trend in earnings is the most important single factor 

2. When the trend of earnings continues to advance during a general business recession 
such as we have been seeing since 1956— it is a very good sign that the stock price 
will also advance 


5 STOCKS ESPECIALLY FAVORED FOR 1958 PROFITS 


Of the 696 companies reporting first-quarter earnings in April—216 companies earned 
more in the first three months of 1958 than they did in the first 3 months of 1957. From 
these 216 uptrend companies we have carefully selected 17 for a new Report 


"17 Stocks to Rise on Increased Earnings” 


Five of these 17 are particularly selected to buy now for 1958 profits. Two have that 
probably best-of-all growth factor a big demand on a patent-protected product 
(It is one of these two that we select as a future blue chip.) 


Another of the 5 is now low-priced due to one piece oi bad luck in 1955-—but it 
now looks due for a fast recovery. There is also a many-product electronics 
company that has developed some real earnings. And, finally, there is the stock 
selling under 9 that is strong on cash and has built up several new profit divi- 
sions. We expect big things of this stock and refer to it as the “soon-to-be- 
discovered” stock. 


You may have a copy of 
this new Spear Keport, “17 
Stocks to Rise on Increased 
Earnings” —which includes 
5 especially-favored issues Yes—send meat once [$5 enclosed 
for 1958 profite—with a 5- your new Report ‘17 
week trial subscription to Stocks to Rise on NAME 
the Spear Market Letter— Increased Earnings” 
for just $5. and enter my 5-week 
trial to the Spear STREET 


MAIL THIS Market Letter—for 
COUPON TODAY just $5. (New read- city ____ZONE __ STATE 


ers only.) 














TRY THE WALL 
STREET JOURNAL 
GET-AHEAD PLAN 


$6 STARTS YOU 


You are living in a period of far-reaching 


and new ways of doing business are 
creating opportunities for men who want 
to get ahead. 

It will pay you to find out about these 
things. One place to find out is in the 
pages of The Wall Street Journal. You 
probably think The Journal is just for 
millionaires. That is WRONG. The Jour- 
nal is a wonderful aid to salaried men 
making $7,000 to $20,000 a year. It is 
valuable to owners of small businesses. 
It can be of priceless benefit to ambi- 
tious young men who want to earn more 


my ‘get-ahead’ plan.” 


ton, Chicago, Dallas and San Francisco 
Trial Subscription for 3 months for $6 
for $6 and mail. Or tell us to bill you 


Broad St., New York 4, N. Y. 





changes. New inventions, new industries 


money. Said one subscriber, “I read The 
Journal every morning and apply its 
lessons to my own business. I call this 


To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in five cities-New York, Washing- 


It costs $20 a year, but you can get a 


Just tear out this ad and attach check 


Address: The Wall Street Journal, 44 
FM-7 








LONG ISLAND LIGHTING COMPANY 








QUARTERLY 
DIVIDEND 





COMMON STOCK 


The Board of Directors has de- 
clared a quarterly dividend of 
30 cents per share payable on the 
Common Stock of the Company 
on August 1, 1958, to share- 
holders of record at the close of 
business on July 11, 1958. 


VINCENT T. MILES 
Treasurer 
June 25, 1958 








Dividend No. 56 


Interlake Iron Corporation has 
declared a dividend of 10 cents per 
share on its common 
stock payable June 30, 
1958, to stockholders of 
record at the close of 
business June 18, 1958. 


Interlake Iron 


CORPORATION 
CLEVELAND. OHIO 


Plants: Beverly, Chicago, Duluth, Erie, Jackson. Toledo 








AMARKET COMMENT 


The Uncomfortable Analyst 


Most security analysts are uncom- 
fortable right now. Investors with 
large liquid funds are pressing them 
to make buying suggestions in a stock 
market where they think the bargains 
are few. The conservative advisor 
would like to keep on saying, “Wait 
| for better values!” But if he is real- 
| istic (and every analyst likes to think 
he is realistic), he must admit that 
he’s afraid to advise delay with asser- 
tive confidence because there is so 
much money around and because so 
few people are willing to supply 
shares. 
The traditional idea in the profes- 
| sion is that there should be at least 
a loose relationship between value 
and price. The analyst has been 
taught that earnings, dividends, price- 
earnings ratios and conservative pro- 
jections about the future are his stock 
| in trade. For the past few months, 
and perhaps for some time to come, he 
| realizes that those traditional yard- 
| sticks have been, and may be, inade- 
quate. 
| It is not enough for a writer of 
| a column like this to say stocks are 
high, and to let it go at that. What 
| the reader wants to know is whether 
stocks are going higher, and what 
ones are going to do best. Money is 
| burning in the pockets of investors. 
Suppose the optimists are right. 
| Assume that the worst of the reces- 
| sion is over, that business is about to 
| get better, that beginning with the 
| fourth quarter earnings will improve, 
| that few if any of the “big” companies 
will have to cut their dividends, that 
steel production averages 80% of ca- 
| pacity next year, that 1959 sees a re- 
| covery in automobile demand to a 
point where the leading companies 
earn 50% more than in 1958, that in- 
dustry succeeds in passing on higher 
costs to the customer. How much of 
that already is discounted with the 
DJ Industrials (at 470) only 10%% 
| under their former high? 
To what extent is the investor “for 
| growth” justified in appraising a 
| stock now on the basis of what it may 
earn in 1960, 1961 or 1965? If he 
| buys a stock discounting growth so 
far ahead, where is the profit when 
| the growth comes? Will there not be 
| interruptions in most growth trends? 
Yet, what difference does all logic 
| make if investors keep on buying qual- 
| ity blue chips just because they have 
money and want to put it in the stock 
| market? After all, stock prices, like 
| prices for anything else in a free 
market, are determined by the 
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law of supply and 
demand. Right 
now we have a 
strong demand and 
a limited supply 
of shares. People 
don’t like to sell 
stocks when they 
are going up, nor do they like to pay a 
capital gains tax. Most people who 
own those blue chips which are in 
such insistent demand, because they 
have such high profits in them, can’t 
see the logic of paying a voluntary 
capital gains tax. 

Suppose you own Union Carbide at 
a cost of 22 (and many do!). If you 
sell it at 92 and pay an effective tax 
of 25% on your profit, you realize a 
net price of 724%. You have 72% to 
reinvest, not 92. You might sell at 
92 if you did not have to pay the tax, 
but with the tax you just don’t sell. 
That example can be repeated in hun- 
dreds of different stocks and in the 
case of thousands of investors. The 
capital gains tax is reducing the supply 
of shares and contributing to high 
prices for equities. 

In my opinion American Tobacco 
(88) is a better-than-average value 
in a good name. It offers a return of 
5.6% on a $5 dividend ($4 regular 
plus $1 extra) and is selling at about 
ten times earnings. The chances are 
that the new Hit Parade filter ciga- 
rette will be successfully exploited, 
increasing American’s share of the 
total market. A dividend increase 
next year appears to be possible. The 
stock is not high historically. 

Masonite Corp. (31) should show 
nearly $3 a share earned in the year 
ending August 31 vs. $3.50 last year. 
The company is by far the biggest 
factor in the domestic hardboard mar- 
ket and usually has splendid profit 
margins. Expansion under way will 
make it a larger company. Hard- 
board is finding enlarged markets and 
is used in remodelling. The stock sold 
as high as 50% in 1956. The present 
dividend rate is $1.20 per annum, 
sometimes supplemented by stock. 

Ryder Systems Inc. (around 21% 
over-the-counter) is a truck leasing 
and motor truck carrier company 
which is growing rapidly under the 
leadership of a young, aggressive 
management. Earnings this year 
should be around $2.75 to $3 a share 
against $2.88 a share on the average 
stock outstanding last year. I am 
greatly impressed with the potential 
in this company. The present divi- 
dend rate is $1 per annum. 
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It looks as if Chance-Vought (46) 


might earn $8 a share this year and | 


as much or more in 1959. It is a 
speculative defense stock, and the 
price-earnings ratio may remain 
lower than for some others, but at 
this price it has trading possibilities. 
The same goes for Boeing Airplane 
(44) which is expected to earn $6 a 
share this year. Boeing is a bit better 
quality than Chance-Vought. Boe- 
ing’s earnings trend this year and 
next looks better than the earnings 
trend in Dcuglas Aircraft. 

American & Foreign Power (15) 
paying $1 offers a return of 624%, re- 
flecting the difficulties of utility oper- 
ating and especially utility expansion 
financing in Latin America. It is un- 
derstood that important negotiations 
are under. way whereby the rate base 
of the properties in Argentina may be 
considerably increased. No income 
now is being received by the parent 
company from operations in this 
country. Last year the consolidated 
earnings of the company were $2.03 a 
share and the holding company’s 
take-down was $1.72 a share. For 
anyone willing to take the obvious 
risks involved, this stock appears to 
be interesting. 

I read many studies by older ana- 
lysts comparing this 1958 market with 
the market of 1930 following the ini- 
tial 1929 chill. Apparently some peo- 
ple think history will repeat itself, and 
stocks will drop down again to below 
last October’s lows. Personally, I 
think conditions are far different and 
that the 1930 pattern will not be at 
all accurately repeated. I would not, 
however, rule out the possibility of a 
setback from whatever highs are 
made on this summer rise. The 
points of difference between 1930 and 
1958 are many, the most startling one 
being the presence of so much money 
awaiting investment now. It seems 
to me that if the market does sell off, 
as I hope it will, there will be a good 
deal of buying by people who are just 
waiting for lower prices. I am im- 
pressed not only by the money which 
insists on going to work now, but also 
by the money which still is waiting 
patiently for a real setback. 

As for the broader aspects of this 
“uncomfortable situation” for the an- 
alyst, I would suggest that the next 
wider movement in the averages 
(either up or down) may be caused 
by some unexpected and not-thought- 
of new influence. It seems to me that 
many of the _ so-called economic 


things we have been talking about | 


and thinking about are wearing thin 
as factors determining prices. The 
market needs some fresh incentive 


(up or down) other than the pressure | = 
| = ———————EEE Address 
= 


of funds. Eventually that fresh in- 
centive will be forthcoming. 


- 
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Announcing United's... 


OUTLOOK for RECOVERY 


With Specific Second-Half Forecasts 
For Profits in Stocks and Business 


HAT is the Outlook for Recovery. Which industries 

are on the threshold of renewed prosperity and boom. 
With widely divergent trends continuing, which stocks 
offer best opportunities for increased income and invest- 
ment profits. United’s timely Second-Half Outlook Report 
will bring you dependable advices on: 


@ Stocks to Buy, and Stocks to Sell or Avoid. 

@ Business trends for the third and fourth quarters. 
@ Commodity price and the cost of living forecasts. 
@ A forward look at credit terms and interest rates. 
@ Earnings prospects for 50 leading industries. 

@ The stock market outlook in the second-half. 


10 Selected Stocks to Buy Now ——— 


5 for PROFIT — Special Staff advices on 5 good-quality stocks 
to purchase now for capital appreciation over the months ahead. 


5 for INCOME — Sound issues with yields ranging up to 
6.7 % are recommended for a liberal return on investment funds. 


° y ° 
Yours with Months Trial ——- 
Send only $1 for your copy of this Special Report with UNITED’s 
Second-Half Forecasts on Stocks and Business. In addition, you will 
receive the next four weekly issues of our regular Business and Invest- 
ment Reports. (This offer open to new readers only. ) 
—_— FILL OUT COUPON AND MAIL TODAY WITH ONLY $1 — —.— 
SENT TO YOU BY AIRMAIL $1.25 [)} 











UNITED BUSINESS SERVICE 


210 NEWBURY ST. BOSTON 16, MASS. 


Serving more individual investors than any other advisory service 
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TRI-CONTINENTAL WARRANTS 


..... in range for new profits ? 


Why do warrants offer attractive profit potential, yet at the same time protect capital 
from sharp market declines? What determines the price of these unique stock options? 
How can a 25% gain in a stock bring about a 578% price gain for that stock's warrants? 

These and many more questions are answered in IR's latest bulletin on Tri-Con- 
tinental Warrants which, with a record appreciation of 65°, in 16 months, may now be 
entering a new “buy” range for the next 60 days 


cad today for this special bulletin PLUS 5 full weeks of Investors Research 
Service .. . now offered to new readers at 70% below the cost of the regular service 
Just mail $1 with coupon below. REFUND GUARANTEE APPLIES 


s “ _ “ _ * 
INVESTORS RESEARCH 
Company (Dept. F55) 
922 Laguna Street Please air mail Bulletin on Tri- 


. . Be Continental Warrants and 5 week 
Santa Barbara, Calif. trial subscription. Enclosed is $1 
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Name 
RESEARCH 


*Serving investors in 21 countries. 
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8 GROWTH 
WARRANTS 


LOW-PRICED FOR BIG 
‘LEVERAGE’ PROFITS 


Where you can afford to speculate, there 
is probably no faster, more profitable 
way to make your money grow than in 
well situated warrants. For example: 
while $100 in Tri-Continental’s stock 
was growing to $1,623 in 48 months, 
$100 in Tri-Continental's warrants grew 
to $17,200 — or 10.6 times as much. 
And while $100 in Hoffman Electronics’ 
stock was growing to $2,267 in 24 
months $100 in Hoffman Electronics’ 
warrants grew to $50,000 or 22.1 
times as much. As you can see, $100 in 
warrants (especially at low prices) can 
do the work of $1000 or even $2000 in 
rowth stocks. Now many warrants are 
evanteed once again. And our Editors 
in a new Special Report select for you: 
“8 Very Low-Priced Warrants That 
Can Make You Big ‘Leverage’ Profits”. 
A copy of this new Warrant Report is 
yours as a special bonus now when you 
send just $1 (new readers only) to try 
our unique advisory service ‘The Grow th 
Stock Letter’ for the next two weeks 
Mail this ad with your name and address 
and $1 today. Send to Dept. F-9. 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 81, MASS. 


ANNUAL 


MORE RETURN 


time-tested cumulative participating pre- 
. stock @ Dividends increased every year 
since 1946 ® An essential business, steadily 
growing in size and earnings. Price about $6 
per share. 

ALBERT J. CAPLAN & CO. 
Members: Phila.-Balto. Stock Exchange 
Boston Stock Exchange (Associate) 
1516 Locust St., Philadelphia 2, Pa. 





FLUOKR 


Engineers & Constructors 


The Board of Directors of The Fluor 
Corporation, Ltd., has declared a reg- 
ular quarterly dividend of 30 cents 
per share on capital stock, payable 
July 25, 1958, to stockholders of 
record July 9, 1958. 


Francis E. Fischer 
Secretary-Treasurer 


Los Angeles, Calif. 
June 9, 1958 
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| THe advance of the past 


STOCK ANALYSIS 


Bear Market Rally—or New 


several 
months has carried the stock market 
averages to the highest level since 
last September, wiping out some 60% 
of the entire bear market decline. 
The magnificent performance of the 
utilities and other defensive-type 
stocks has contributed greatly to this 
remarkable achievement, but many 
of the more cyclical stocks, as well 
as the rails, have shared in this recov- 


ery to an extraordinary extent. 


$3.88 a year ago! 


Since all this has taken place de- 
spite the contrary expectation and 
advice of the majority of market ana- 
lysts and investment counsels, includ- 
ing many whose opinions command 
respect, a lively controversy has 
arisen over the question whether this 
is merely a major rally in a bear 
market, such as the one that fooled 
so many back in 1930 and caused so 
much grief, or whether this is really 
it: a new bull market. 

The bear argument is obvious, per- 
haps too obvious. The market is un- 
justifiably high in relation to earn- 
ings, both present and foreseeable. 
First-quarter earnings on the Dow- 
Jones industrial average are down to 
$5.75 vs. $9.30 for the same period 
in 1957. For the rails the comparison 
is even more appalling: 58c against 
If one relates these 


| earnings to the present level of stock 


| ratios 


| tics leave no room for optimism. 


| mon stocks 


prices, the resulting price/earnings 
are frighteningly high, the 
highest since 1946, before the first 
postwar boom cracked. 
Taken at face value, these statis- 
One 
cannot dispute these figures, but there 
is certainly room for interpretation. 
If the assumption is correct that this 
recession is on its way out, then the 
significance of poor earnings in the 
first quarter, and maybe in the sec- 
ond and third quarters, too, is large- 
ly of a historical nature. Abnormally 
low profits are no more indicative of 
future earnings power than are the 
peak profits in a boom year; to use 
them as a yardstick for measuring the 
long-range investment values of com- 
is bound to lead to a 


| wrong conclusion. 


I am willing to ignore the low rate 
of corporate profits in the first half 


| of 1958 because I feel reasonably cer- 
| tain that the American economy has 


passed the low point of this latest 
recession some two months ago, and 
that the trend of business as well as 
corporate profits is once again point- 
ing upwards. Positive proof for this 


by HEINZ H. BIEL 
Bull Market? 


statement is lack- 

ing so far, and 

whatever evidence 

of an upturn there 

is, is still some- 

what tentative. 

But as I said some 

months ago, if you 

wait until you are sure, you will have 
missed much, if not most, of the rise 
in the market. 

The vigor of the budding bull mar- 
ket is partly due to seasonal factors, 
the customary summer rally. It is 
accentuated further by a_ lopsided 
technical position which has _per- 
mitted stock prices to rise quickly 
and without meeting much resistance. 
My chartist friends as well as com- 
mon logic tell me that there will be 
a lot more stock for sale as the mar- 
ket gets above the 480 level of the 
Dow Jones average. Beyond this 
point many of the latecomers in the 
final stage of the last bull market 
will see their first chance “to get out 
even” which, to many who have found 
themselves deep in a hole last* year, 
will seem a most worthwhile objective. 

Although I am confident that the 
basic market trend is upward, this 
second-quarter advance has_ been 
steep and perhaps a little too fast. 
Furthermore, a pronounced element 
of speculation has been creeping into 
the market scene. I am not referring 
to such oddities as E.L. Bruce, which 
shot up from 17 to 77, but when 
rumors can drive a comparatively 
staid stock like U.S. Tobacco up 33% 
within one week, I begin to feel un- 
easy. Unless one is grossly under- 
invested, I would not care to “reach” 
for stocks at this stage. Regardless 
how one-sided the market’s technical 
position may be, there are bound to 
be corrections which should offer bet- 
ter buying opportunities. 

With a host of institutional stock 
buyers combing the list of eligible 
stocks with thorough diligence, it is 
becoming increasingly difficult to de- 
tect outstanding values among invest- 
ment-grade equities, stocks that com- 
bine quality and opportunity. Even 
in a field as broad as electric utilities, 
there is only a limited choice of at- 
tractive issues. For a _ satisfactory 
income with the probability of a divi- 
dend increase within a year, plus a 
moderate appreciation potential I sug- 
gest Consumers Power (54), Consol. 
Edison of N.Y. (554%), General Pub- 
lic Utilities (444%), and California 

(CONTINUED ON PAGE 41) 





Now . . PREPARE FOR PROFITS IN 
§ Canadian Natural Gas Stocks 


Canadian natural gas stocks are forecasting a great new upsurge. Sharpened investor 
interest has already caused some of them to post gains of 14%, 18°, and 25% in just 
the past few weeks. Before long, we believe you will witness one of the most dynamic 


price rises in Canadian gas stocks, ever seen. . 


. a boom reminiscent of the early days 


of the Dominion’s oil rush—when some issues rose 300% to 500% in a few months. Your 
opportunities for duplicating these great gains are possible in these 8 carefully selected, 


dynamic natural gas stocks. 


Behind the present move, and supporting our expectations of a coming broad and sustained rise, 


are the 4 uniquely dynamic conditions below: 


1. The Government-sponsored Borden Commission on Ca- 
nadian natural resources has been studying proposals for 
exporting Dominion gas to hungry U. S. markets. Final recom- 
mendations are due to be released soon. Information we have 
received leads us to believe these recommendations will be 
favorable. This would be the signal, in our opinion, for a great 
new rise in carefully selected gas stocks. 


2. A huge $2,000,000,000 development program is scheduled 
for the natural gas industry in just the next five years. 


3. New demand for Canadian gas is so huge that West 


Coast Transmission (the Dominion's first major pipeline) is 
already proposing to increase its delivery capacity 100%. And 
markets for the near-completed Trans Canada pipelines have 
doubled in the course of a few months. 


4. Plans are under way for a major new 1300 mile pipeline, 
to carry 600 million cu. ft. of gas each day from Alberta's rich 
gos area to the fuel-hungry markets of California. And, while 
construction is still waiting Government approval, the proposal 
itself points out dramatically the enormous potential which is 
fast opening for Canadian gas. 


In anticipation of the great profits which we believe are ahead in the fast and tremendous growth period 
of the Canadian natural gas industry, we have just reviewed the nation’s whole natural gas picture, in a 


new Report: 





8 Of These Canadian Gas 
Stocks Should Be Bought Now 


BAILEY-SELBURN 
BRITALTA 

CANADA SOUTHERN 
CANADIAN ATLANTIC 
CANADIAN DELHI 
CANADIAN EXPORT GAS 


CANADIAN HYDROCARBON 
CANADIAN EXPORT O. & 
CANSO NATURAL GAS 
CONS. WEST. PET 
CONSUMERS GAS 

FARGO OILS 

GREAT NO. GAS 

INLAND NATURAL GAS 
INTERNATIONAL UTIL 
MIDCON OIL & GAS 
MIDWEST IND GAS 

NEW BRITISH DOMINION 
NEW CHAMBERLAIN 

NEW GAS EXPLORATION 
NO. ONTARIO GAS 
PACIFIC PETE 

PEACE RIVER NATURAL 
PERMO GAS 

PROVO 

QUEBEC N. GAS 
SECURITY FREEHOLD 
TRANS CANADA PIPE : 
WESTCOAST TRANS ER: 











Special sr 
Has % 
wid J 
LOW-PRICED OFFER die 
Take advantage of this Special 
Low-Priced Offer. You will receive 
a copy of our new Report “8 BEST 
Buys FOR PROFIT IN CANADA’S 


’ 


GOLDEN AGE OF GAs’ 
week trial subscription to the Ca- 
nadian Oil Reports—for just $5. 


TODAY! 


Forses, Juty 1, 1958 


In fact, all 8 of these “ 
possibilities for capital appreciation in the near future. 


Yes—send me at once your new 
Report ‘8 BEST BUYS FOR PROFI1 
IN CANADA‘S GOLDEN AGE OF 
with a 10- GAS"'—ond enter 


“8 BEST-BUYS FOR PROFIT IN 
CANADA’S GOLDEN AGE OF GAS” 


There are many, many companies involved in the exciting Canadian 
natural gas situation. Not all of them will benefit from this expected 
rise. In this new Report you will find our selection of 8 “Buy-Now” 
stocks which have unusually strong land positions in the high-potential 
gas areas. We believe these companies will offer the farsighted in- 
CANADIAN HUSKY vestor some of the best profit making opportunities in the entire 
market during 1958. 


One of the companies sells at an astonishing 40% discount from its 
asset value . . 
assure it of being one of Canada's major gas producers. Strong ties 
in the pipeline field provide this stock with an almost automatic 
price boosting factor. We believe this solid growth security has 
exceptional possibilities. 


- management is first-class . . . enormous reserves 


Another of the stocks has a spectacular growth record, good 
earnings, and a brilliant future—combined with a tiny common 
share issue. If large profits at little risk are your goal, you will 
find this stock doubly attractive. 


A third company, selling under $5, is potentially the largest inde- 
pendent supplier to Trans Canada Pipe Lines. This company has not 
only the finest management but also large oil and gas reserves. We 
believe this low-priced stock is headed for a long dynamic climb. 


3uy-Now” gas stocks offer dynami 


Oil Statistics Co. Inc. Babson Park 57, Mass. 


} | enclose $5 [)} Please bill me 


Name 
trial sub 


scription to the Canadian Oil Re 
ports for 10 weeks (published every Street = 
MAIL THE COUPON ’ shes eniialins 


just $5. (Offer 


open to new readers only 


___ Zone _—State 





MARKET PERSPECTIVE 


by ELMER M. SHANKLAND 


What Every Investor Should Know About 
Life Insurance Stocks 


THOUGH nearly every head of a family 
in this country owns some form of life 
insurance, it is safe to say that rela- 
tively few, as investors, own shares of 
life insurance companies. 

There are several reasons for lack 
of interest in insurance stocks, one 
of which is the extremely low yield 
provided by this type of equity. Yet 
it is this very factor which gives such 
stocks their “built-in” capital gains 
potential—for plowback of the bulk of 
earnings helps to compound profits 
for the future benefit of stockholders. 

Another reason for investors’ mis- 
taken apathy toward stock life insur- 
ance companies is that they account 
for less than 40° of the life insurance 
in force in the United States, leading 
to the belief that the industry is main- 
ly mutually owned. The supply of life 
insurance stocks, moreover, is rather 
small compared to other classes of 
common stock. Estimated total market 
value of the fifty leading life stock 
companies is far overshadowed by the 
value of such individual companies as 
General Motors and Standard Oil. The 
number of stockholders in the fifty 
leading stock insurance companies 
combined also falls far below the 
stockholder lists of these and other 
industrial companies. An additional 
limiting factor, as far as investment 
interest is concerned, is the relatively 
large number of small and newly 
established concerns in this field. 

Finally, the life insurance business 
is highly complex, does not lend itself 
easily to investment analysis. For ex- 
ample, life insurance companies do 
not report earnings as such. There- 
fore, the usual investment factors 
considered cannot easily be related 
to earnings, one of the most significant 
determinants of investment value. 

Yet, as the table at the bottom of 
this page shows, the investor is pe- 
nalizing himself severely by ignoring 
the life insurance companies and fa- 
voring the industrial “blue chips.” An 
initial investment of $10,000 in repre- 
sentative life insurance companies, as 
compared with a group of typical 
“growth” stocks, was much more 
profitable in the period 1946 to 1957. 
A comparison of the representative 
groups shown highlights this fact, and 
reveals the unusual profit opportunity 
afforded the investor who was willing 
to take the time and trouble to in- 
vestigate this fruitful investment field. 

There is really nothing mysterious 
about life insurance operations. They 


36 





are the same as in 

other businesses— 

profits depend 

upon what is left 

over after paying 

expenses and 

taxes. A life in- 

surance company 

is actually engaged in two lines of 
business. The first is to write con- 
tracts, receive insurance premiums 
and to pay expenses and claims 
against these premiums. The second is 
to invest its capital, surplus and pri- 
mary reserves in securities and mort- 
gages. 

Profits in a life insurance company 
come from three sources: 

® operations conducted at a lower 
cost than anticipated in the loading 
for expenses in the premiums col- 
lected; 

e interest earned in excess of the 
amount discounted in the premium 
calculations; and 

e the ratio of actual mortality to 
that assumed in the premium cal- 
culation. 

Basic factors affecting the earning 
power of life insurance companies are 
death rates among policyholders, and 
interest earned on invested funds. The 
trend in mortality rates has been 
downward for many years due to a 
higher standard of living, advances in 
public health, development of modern 
drugs, etc. Interest rates on invest- 
ments have been gradually turning 
upward from the depressed rates ex- 
perienced in recent years. 

While the first two factors continue 
to show a favorable trend and seem 
likely to continue to do so, it is in the 
area of general expenses (including 
state and federal taxes) that an ele- 
ment of doubt arises. The well-man- 
aged company, however, can and does 
exert control over general operating 
costs. As for taxes, particularly Fed- 
eral taxes, the group is now operating 
under a temporary ruling whereby net 


INSURANCE VS. 


Costt 
1946 
$ 2,500 
2,500 
2,500 
2,500 


$10,000 





Average 
Price Price 
1946 1957* 


Value 
1957* 
Dow 14 

du Pont 48'2 
Gen. Elec. .. 14% 
Gen. Motors. 10% 


52% 
176% 
61% 
33% 


$ 9,444 
9,091 
10,789 
7,836 


$37,160 


*Year end. +Based on average price. 





GROWTH STOCKS 


investment income is taxed at an ef- 
fective rate of 7.8%. This matter of 
federal taxes has been under ex- 
tensive discussion for some time now, 
the Treasury Department seeking to 
boost the rate. Any increase, how- 
ever, should be relatively modest, in- 
asmuch as the life insurance compa- 
nies, by their very nature, should not 
be exposed to a tax load which would 
jeopardize maintenance of policy re- 
serves. Moreover, it will be difficult 
for the legislators to define taxab!+ 
income when such income depends on 
assumptions of future interest rates 
and mortality which differ among the 
various companies. 

From the investor’s standpoint, life 
insurance stocks have the following 
points in their favor. They enjoy a 
low tax base. They are not subject to 
federal income tax on underwriting 
income, need not account for capital 
gains, take no deductions for capital 
losses. Every increase in life ex- 
pectancy causes past reserves for 
death claims to be overstated—in 
effect building up _— stockholders’ 
equity. Corporate operations are ex- 
tremely conservative, conducted on a 
mathematical basis, and subject to 
stiff regulations. Modest cash divi- 
dends are usually paid, supplemented 
by frequent stock dividends. The ma- 
jor part of investment earnings is 
added each year to investible funds. 
The result is a compounding of a por- 
tion of investment income whose 
cumulative effect over a period of 
years adds to equity. Large unre- 
corded equities exist through the fact 
that no asset value is assigned to in- 
surance acquired. Also, the large de- 
velopment of agency plants represents 
a very valuable asset. 

All in all, the life insurance in- 
dustry has been enjoying a rate of 
growth practically unmatched by othe: 
industry groups. And, as a group, in- 
surance stocks have reflected this 
trend, generally outperforming the 
general industrial averages. This dy- 
namic growth record leads to the 
question—how about the future? 

Some indications of future growth 
are provided by an expected steady 
increase in population, a rising level 
of disposable personal income and in- 
dividual savings, the growing accept- 





Average 
Price 
1946 
Aetna Life... 25.75 181 
Conn. Gen. Life 17.12 234 
Jefferson Std. 13.00 67.50 
12.87 72.25 


Value 
1957* 


Cost? 
1946 
$ 2,500 $17,573 
2,500 34,170 
2,500 12,980 
2,500 14,034 


$10,000 $78,757 


Price 
1957* 


Travels Ins. 
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ance of newer types of policies and the 
increasing!y favorable mortality ex- 
perience of life insurance companies. 

Thus the life insurance industry af- 
fords great potential for capital gains. 
However, there are certain drawbacks 
that the investor must recognize. 
There are roughly half a hundred 
well-known life insurance companies 
whose stock is available publicly. 
Traded over-the-counter, there is 
limited marketability due to the com- 
paratively small number of shares 
outstanding and the sometimes rela- 
tively inactive trading. There are 
often wide fluctuations as a result of 
“thin markets.” Life insurance stocks 
are not immune to market dips. Com- 
petition within the industry is keen, 
particularly from the mutual com- 
panies, the largest factor in the in- 
dustry. There is the threat of po- 
tential competition from the federal 
government — compulsory insurance, 
social security extension, etc. And 
prevailing prices for some stocks ap- 
pear to be discounting the growth 
factor many years ahead. 

The individual desirous of investing 
in life insurance stocks should defi- 
nitely investigate before buying, 
should obtain competent investment 
counsel. In order to evaluate a life 


insurance stock properly, many basic 
facts must be learned. 
Here are a few: what type of in- 
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304 pages—10!/2' 


50,000 Latest Basic Facts on over 1,800 Stocks 


Indexed for Quick Reference 


Most Concise, Complete Guide to Stock Values 


Available 


Your Key to Wiser, More Profitable Investment 


Decisions 


Prepared by the trained staff of FINANCIAL 
WORLD which has been supplying investors 
with business and financial facts and guidance 


for over 55 years 


FINANCIAL 
WORLD'S 1958 


surance is being written (participat- 
ing or non-participating); the quality 
(ordinary life, industrial life, group, 
health and accident, etc.); the amount 
of money translated to net profit from 
gross income; the amount earned on 
investment portfolio compared with 
interest rates on contracts. There are 
many other angles to be explored be- 
fore picking a specific stock. 

Basically, life insurance stocks 
should be bought strictly for long- 
term holding. As with all investments, 
funds should be put into sound, well- 
managed companies. The past record 
of industry performance has been 
very good. Future projections indi- 
cate broad promise of further growth 
in values, perhaps not at the headlong 
pace of recent years, but certainly 
enough to warrant the term above- 
average. 

As a matter of investment policy, 
carefully selected stocks in this field 
should be included in most long-term 
growth portfolios. The following com- 
panies, while not all-inclusive, pro- 
vide a good cross-section of values 
available. Among the leading con- 
cerns is Connecticut General, an old, 
well-established “blue chip” with a 
good growth outlook despite its size. 
More modestly priced companies with 
extremely good growth projections 
are Franklin Life, Continental Assur- 
ance, and U. S. Life. 


GOODMAN 
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actions of several points. This is one 
of the best groups I know of for safe- 
ty, a good return, and long-range 
appreciation. 

FLoor Covertnc. I have no recom- 
mendations in this group, although 
Armstrong Cork, now selling at 27, 
appears to be the best stock in the 
industry. 

Foop. It is a foregone conclusion 
that sales in this industry will con- 
tinue to grow. Competition is severe, 
and the margin of profit is small. 
American Stores continues to be my 
favorite for the long-pull. 

LeatTHEeR & SuHoes. No 
dations. 

Liquor. This industry has faced 
difficult times for several years, with 
inventory problems being the source 
of the trouble. If and when this prob- 
lem can be solved, higher earnings 
and dividends should result. Mean- 
while, American Distilling, now 
around 33, and Schenley, now around 
24, appear attractive on a speculative 
basis. 


recommen- 


Advance release of Forses columnists’ 
regular articles, excepting Mr. 
will be airmailed to readers on the day 
of their writing. Rates on request 


Lurie’s, 


INVESTOR'S MANUAL 


$5:00 _ . or FREE with special offer below 


““STOCK FACTOGRAPH” Manual Tells You Each Company’s— 


BACKGROUND HISTORY—when and where incorporated, time of annual meet- 
ing, number of stockholders, capitalization, etc 


BUSINESS SET-UP—principal sources of revenue, properties, acquisitions, field 


of interest, etc. 


FINANCIAL POSITION—working capital ratios, cash position, 


stock, etc. 
DIVIDEND RECORD—how 


long payments have 


book value of 


been made, years missed, if 


any, on common and preferred shares, etc 


8 YEARS’ PERFORMANCE—-year-by-year 


of shares 


OUTLOOK—latest developments, plans for future growth 
long-term prospects, 
COMMENT—whether speculative, a businessman's risk 


short and 


earnings, dividends and price range 


trends, opinion on 
etc 
relative merits as to 


income, growth potentials, etc 


In the “Stock FACTOGRAPH” 
figures for so little cost 


Manual you get so many interpreted facts and 
Here is the information you as an investor SHOULD 
Have for accurate evaluation of the stocks you own or plan to buy 
by the tremendous advance demand, which has exceeded that of 


Judging 
all 43 


previous editions, no source book of basic investment guidance is more 


widely and regularly 


x 84" 


4-part 
6 monthl 


Dept. FB-71, 


consulted 
This book can be indispensable to your investment success 


BUY FOR $5.00 . . . OR GET FREE 


Send $5 check to Dept. FB-71 for 
your copy of 1958 Manual. Or get 
it Free with a_ 6-month’s 
Subscription to FrnanctaL Wortp's 
investment service 
weekly issues of FrnanciaL Wonr tp, 
copies of “Independent 
Appraisals” rating 1,440 listed com- 
mon stocks, personal advice by 


mail on any security that interests 
you, as often as 4 times a month 
. all for $12. Yearly subscrip- 
tion $20 with above services 
Take your choice but, reserve this 
invaluable Manual now. Advance 
demand exceeds all 43 previous 
editions. Late orders may be de- 


layed. 


Trial 
— 26 
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T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


2 
OBJECTIVE: Possible long term 
growth of principal and income. 
OFFERING PRICE: Net asset value 
per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 











free 


booklet-prospectus 


Petroleum Shares 


of GROUP SECURITIES, INC. 


A mutual fund founded in 1933, which 
offers an investment in the growth pos- | 
sibilities of selected common stocks of the 
oil and gas industry. 


Name 








Addco 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 











Dri 


A Diversified Closed-End 


Investment Company 
Second Quarter Dividends 


30 cents a share 
on the COMMON STOCK 


67 2 cents a share on the 
$2.70 PREFERRED STOCK 
Payable July 1, 1958 
Record Date June 17, 1958 


Kenneth H. Chalmers 
Secretary 


65 Broadway, New York 6, N. Y. 











CANADIAN PACIFIC 
RAILWAY COMPANY 
DIVIDEND NOTICE 


\t a meeting of the Board of Directors 
held today a dividend of seventy-five cents 
per share on the Ordinary Capital Stock 
was declared in respect of the yea ey 
payable in Canadian funds on August 


on June 20, 1958. 
By order of the Board. 

I. F. Turner 
Secretary 
Montreal, 


June 9, 1958, 
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| month swept the major 
| funds well past the $10-billion asset 


| less than the whole story. 
do not tell is that the almost unbe- 


| 110-year-old 


} 
1958, to shareholders of record at 3:30 . | 


THE FUNDS 


| BOOM TIME 


THERE IS no recession in the mutual 
fund business. Quite the contrary. A 
wave of new investment money last 
open-end 


mark. But you don’t get a true 
measure of the sales strength from 
the regular NAIC monthly figures; 
they showed new share sales at 
$109 million for May and redemptions 
at $39 million. May sales brought the 
funds a balance of just $71 million in 
new money—a modest decline from 
the $76 million net in new money 


_ they took in during May a year ago. 


But these figures tell a good deal 
What they 


lievably successful launching of Leh- 


, man Brothers’ One William St. Fund 


added an additional $220 million in 
new money to the fund totals. 

What is doubly impressive is that 
Lehman took in all this money with- 
out apparently reducing the sales of 
the competing funds much below re- 
cent levels. Nor did the Lehman 
money come from the liquidation of 
other mutual fund shares: redemp- 
tions in May actually dropped $1 mil- 
lion below those of a year ago. 

Counting the Lehman money and 
helped by a rising market, the mutual 


| funds ended last month with some- 
| thing over $10.5 billion on their books. 


That amounted to a cool $700 million 
more than the funds had in July of 
1957 at the very height of the bull 
market. 


LAZARD’S LAUNCHING 


THE INDUSTRY’s bankroll stands to get 
another big boost this month. The 
investment banking 
house of Lazard Freres anticipates no 


| problem in selling some $90 million 


worth of shares in its brand new 
Lazard Fund, Inc. But the Lazard 
Fund is significant to industry growth 
for other reasons than mere size: the 
big international banking house has 
hitherto remained aloof from the mu- 
tual fund business. 

Since the fund is one of conserva- 
tive old Lazard’s 
rare public ven- 
tures, the Lazard 
directors are nat- 
urally anxious to 
make a good show- 
ing. For one thing, 
they do not intend 
making a continu- 
ous offering of 


Albert Hettinger Jr. Shares. Once the 


original six-million share offering is 
taken up, no more shares will be avail- 
able for a while at least. This will al- 
most certainly cause the shares to sell 
at some kind of premium and serve to 
whet further pubic interest in the fund. 
As Lazard Partner 
Edwin H. Herzog 
puts it: “We want 
to leave some un- 
satisfied demand.” 

The Lazard 
Fund says that 
capital apprecia- 
tion is going to be 
its chief goal, 
rather than _ in- 
come or conserva- 
tion of capital. “We are going to try 
to make as much money as we can 
without taking imprudent risks,” is 
the way Lazard Partner and Fund 
Chairman Albert J. Hettinger Jr. puts 
it. To this end, Hettinger and Fund 
President Richard H. Mansfield (also 
a Lazard partner), intend going afield 
and investing in other than the usual 
fund favorites and blue chips. 

When The One William Street mon- 
ey poured in, Wall Street pundits 
had a field day trying to guess what 
the Lehman people intended invest- 
ing it in. Now one of Wall Street’s 
favorite games will be guessing what 
the Lazard partners intend buying 
with the $82 million realized from the 
sale. According to Mansfield the final 
answer will be sa fairly long time in 
coming. “We are not,” says he, “in- 
clined to go rapidly at present in 
picking up common stocks.” 


Richard Mansfield 


MIDDLE LOAD? 


IN BETWEEN the nine funds out of ten 
which levy a 7%-9% loading charge 
and the half dozen or so “no-load” 
funds that offer their shares at net 
asset value, several off-beat funds fol- 
low a middle-of-the-road existence. 
They offer shares to investors at small 
premiums ranging from 1% to 3%. 
The low-loads, as such, profess to 
be unaware of setting any trend in 
mutual funds. They are not seeking 
to set the fund industry on its ears 
by a commission-cutting war. “The 
load charged,” theorized President 
Harland Allen of Chicago’s $12-mil- 
lion Growth Industries Shares last 
month, “depends on the motive of the 
fund. We charge 
1% to 3% ona 
graduated scale 
because we're set 
up to help our fam- 
ilies and friends. 
We don't _ sell 
hard.” 
Concurred 
Treasurer William 
Bode of New 


Roy Neuberger 


Forbes, suty 1, 1958 
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by placing your dollars with 
INSURED SAVINGS ASSOCIATIONS 


3 (Each account in each association insured in amount to $10,000 by Federal Sov- 
vings & Loan Insurance Corporation, A U. $. Government instrumentality) 


TOMTOM MOTO On 


NOLIN 





For personal Savings Accounts No Cost to Invest—No Service 
—Corporate, Institutional, Cost—No Cost or Penalty to 
Guardian, Endowment, Union, Recall Funds When Wanted— 
Credit Union, Pension, Per- Always at Por 
Call, phone or write for Chicago 
petual Care-LEGAL FOR and nation-wide list of Insured 
TRUST FUNDS; Place any Associations—complete _ infor- 
amount, $500.00 to $1 Million. mation—no fee—no obligation. 


(FULLY PROTECTED MAIL SERVICE) 


INSURED INVESTMENT ASSOCIATES Inc. 


© Chicago 3, Ill. 
pte aeeutia 6-2116-7-8 


REGISTERED WITH U.S. SECURITIES & EXCHANGE COMMISSION PURSUANT TO SECTION 15 (8) OF THE 
SECURITIES EXCHANGE ACT OF 1934. REGISTERED DEALER STATE OF ILLINOIS SECURITIES DEPARTMENT 
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York’s ‘$14. 1-million Pine Street Fund, 
which levies a flat 1% load: “We don’t 
ring doorbells. Our fund is a conven- 
ient way for Wood, Struthers [sponsor 
and manager] to handle small advis- Insurance Company of North America 
ory accounts economically. We feel | 
the 1% load won't discourage any of ie Philadelphia 
them.” 

Dodge & Cox Fund is another low- 
loader which was set up to consoli- DIVIDEND 


date the small accounts of an invest- 
ment advisor. But while charging a NO. 309 
2% maximum commission on sales 

under $25,000, the California fund 
waives any charge on sales to tax- | J. KENTON EISENBREY 
exempt charitable, religious and edu- : Secretary 
cational organizations and _ pension Fume 80, 1966 

funds. Some other “low-load” funds: 
Manhattan’s Istel Fund (2‘; load) 


— Leon B. Allen Fund (1% bt Re BOOK MANUSCRIPTS 


But of course managers of the low- When You Use CONSIDERED 
l a : by cooperative publisher who offers authors early 
oad funds are not working for noth- D 2 L- E- TA Pp E publication, higher royalty, national distributior 
. Lik ll f d ] d h : and beautifully designed books. All subjects we 
ing. ike a unas, ioad-cnarging (The eradicable it ibb ) comed. Write, or send your MS directly 

d Saad chanel ae ea $ C0 er — on GREENWICH BOOK PUBLISHERS, INC. 
and non-load charging alike, the low- AETNA PRODU Atten, MR. MELLON, 299 FIFTH AVE. 
loaders charge regular management P. 0. Box 438 Chichsville, a. %. sesebannsestantasan 
fees. These average around 50c per 
year on every $100 of assets. 


Why don’t the low-loaders go whole HOW TO he LE 


hog and drop their small sales 
charges? “We don’t believe,” exclaims yh Re AE SPECULATIONS 
President Roy R. Neuberger of New 
York’s $5.1-million Guardian Mutual 4 
in stocks under $5 

Fund, “that our shareholders should $ 
get fund benefits for nothing. Our Now you can get revealing reports giving other services, but yours is one of the best I 
Snaiooes Sen dhested =t aslite analysis and opinion on investment bar- have seen for the small investor FREE 
ae erage 7 . & | gains in little-known stocks. These are TRIAL OFFER: No obligation. Just send 
high-loads run by others, but we re- | stocks of HIGH-GRADE companies that name and address on a postcard—or mail 
belled against it. Even though we | are well managed, have good earnings coupon below for a full month's trial sub 
could make far more money selling prospects, yet are overlooked by the aver- scription. See for yourself how you may 
h tenis Ges h Ot declan 6 | age investor. ... We specialize in selecting benefit from “hidden” stocks that may 
= er funds t poe a o Gealer re~ | these stocks selling under $5. A. J. G. of show unusual profits on just a small in 
allowance, we prefer to sponsor our | Westport, Conn., writes: “] now take 4  vestment. 
own small fund for a 1% -2% load SSCS SSS SSS SF SSSSSS SSS SSS SSSSS SSS SSS eee eee ees 
plus % of 1% management fee.” Still ; Selected Securities Research, Dept. F-63, Seaford, New York 
low-loader Neuberger has no illusions : Please send me your Name 
of grandeur. “I’m afraid,” confesses | § ssp 
he, “that the ordinary high-load funds 
are the wave of the future.” 


The Board of Directors has declared 
a quarterly dividend of 6242¢ per 
share on the capital stock of the 
Company payable July 15, 1958 to 
stockholders of record June 30, 
1958. The Transfer Books will not 


be closed. 
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Ga open tedler To Do-it-yourself, Suretloes: 


1 know that in today's unsettled market you would welcome some means of investing with greater 
confidence. 


Fortunately, a means does exist, and more and more investors are looking into it, particularly in 
recent months. I'm sure that many of these people are like yourself. Fora number of years 
they have had reasonably good results from investing on a "do-it-yourself" basis. But today they 


are confused and deeply concerned because of the slumpin many industries and the drastic market 
decline. 


They want answers they can have faith in -- answers directly applicable to their own individual 
situation -- to questions such as: 


Do my present holdings represent top values now,..or should I make some changes? 
Which companies whose stocks I hold may cut or omit dividends? 

Should I lean toward "defensive" stocks like tobaccos, utilities, foods? Or should 

I consider bonds ? 

Which stocks now reasonably priced offer the best opportunities for uninvested cash? 
Is my portfolio out of balance? Where is it weak -- and where strong -- in terms of 
my present objectives ? 

Could professional investment counsel really help me? 


With so many industries undergoing difficult adjustments, the chances of making wrong decisions 
in the stock market are greatly magnified. That's why I say the need for constant portfolio 
surveillance and shifts in holdings was never more vital. And -- I speak from years of experience 
in this field -- this is a full-time job even for highly trained financial specialists, Still, an 
appalling number of investors attempt to cope with the immensely complex problems of money- 
management without anywhere near enough time, or energy, or training. It's appalling because 
professional assistance is now so easily to be had on a personal and inexpensive basis. 


As I said at the beginning, more and more investors are, however, recognizing that they need such 
help. Among them are widows and retired people who just can't afford undue risk, and who must 
maintain and increase income to meet rising living costs. Others are men whose own businesses 
are demanding intense concentration and long hours because of the profit squeeze, severe compe=- 


tition and price cutting. More than ever, these businessmen need to be freed from the responsi- 
bilities and worries of investing on their own. 


Whatever your position, I earnestly invite your serious consideration of FORBES SECURITIES 
MANAGEMENT. It's the best way now available, I honestly believe, to make sure your investments 
are in line with your financial aims, and will continue to be. It's a completely personal service, 
tailor-made to the needs and objectives of individual investors in the $25, 000-up class. 


I should like to tell you exactly how FORBES SECURITIES MANAGEMENT operates, how it can 
free you from the increasing cares and risks of guiding your own investment program, how it 
can steer your money into more profitable channels. 


Please give me the information requested in the card below. It will be held in strict confidence 


and will not obligate you in the least. I shall see that a copy of our booklet on FORBES 
SECURITIES MANAGEMENT is sent to you by return mail. 





Mr. D'Arcy Parrott, Director Stncanaty Pewee, 

Forbes Securities Management Inc. 

70 Fifth Avenue, New York 11, N. Y. ¢t = 
I may be interested in retaining the services of ForRBES : Ll 
SECURITIES MANAGEMENT. Will you kindly send me without , ye f a vr ¢ 
obligation complete details? My present investments are i 
valued at approximately $ a . Ihave an additional ' : 

3 in cash available for investment. ; Director, 


Forbes Securities Management Inc. 
Name 





Please Print 


Address 








City. Zone__ Slate 
Subsidiary of FORBES Inc. 
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Electric Power Company (1612). 

Ample and comparatively cheap 
credit cannot fail to have a stimulat- 
ing effect on all phases of the build- 
ing and construction industry where 
the cost of capital and its ready avail- 
ability are factors of decisive impor- 
tance. It is an industry that will 
respond, under reasonably favorable 
economic conditions, to population 
trends and social progress. 

Among the investment grade issues | 
in this industry I favor National | 
Gypsum (47) where the continuation 
of the regular $2 dividend rate plus 
2% in stock is not in question, despite 
lower earnings this year. 

On a speculative basis and looking 
fairly far ahead into the future one 
may consider American Radiator & 
Standard Sanitary (13). The com- 
pany has done very poorly ever since 
the building boom hit its peak in 
1955. The dividend rate was cut last 
year and again this year, and the 
present rate of 10c quarterly is just 
about being earned right now. All 
this adversity, however, seems to be 
amply reflected in American-Stand- 
ard’s depressed price which compares 
with a 1955 high of 275s. As a matter 
of fact, the stock has sold above 13 
in every one of the last 14 years. 

Also on a speculative basis I am 
attracted by the potentialities in Co- 
lonial Sand & Stone (14), the largest 
company of its kind serving builders 
and contractors in the New York area. 
Colonial’s new cement plant near 
Kingston, N. Y., to be completed this 
fall, should add materially to profits | 
which have been running around | 
$1.50 a share for the past three years. | 
The present modest cash dividend 
rate of 30c, augmented by stock divi- 
dends of 5% a year since 1955, is like- 
ly to be raised in due course. 

Finally, in a related field, a com- 
parative newcomer on the American 
Stock Exchange, Progress Manufac- 
turing (14), the largest maker of 
lighting fixtures for the home and 
such items as range hoods, exhaust 
fans, and home intercoms. This ably 
and aggressively managed company, 
of which I am a director, has shown 
remarkable growth in recent years, 
with sales rising from $12.3 million 
in 1954 to a peak of $21.2 million last 
year. Good cost control under the 
comparatively adverse conditions 
which have prevailed in the residen- 
tial building industry will allow 1958 | 
earnings at least to match and prob- 
ably to exceed last year’s $1.65 a 
share. The 70c cash dividend rate is | 
entirely secure; 4% in stock was paid 
in each of the past three years. 
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* Ren deta geod temadapthcag 
and earn more from the Ist 


NOW EARN SAVINGS BY MAIL 


Start earning more today with 


current 
anaes '@) safety ...at Nevada's largest 
per Savings and Loan Association. 
. Thousands of save-by-mail 


paid account holders currently earn 
quarterly ad 

5% a year. Airmail postage 

pre-paid. Funds received by the 


WITH SAFETY f he - 15th of any month earn from 


the Ist 


MAIL ee AND LOAN 
FUNDS FIRST WESTERN SAVINGS Association 


DEPT. Q 118 So. Fifth Street - Las Vegas, Nevada 
‘ Nevada's Largest...So. Nevada's Oldest 


| 90 OP © 8 & Ole 1 OD','8 3 51 
& LIGHT COMPANY 


Dividend Notice 


Quarterly dividends of $1.25 per share on the 5% 
preferred stock, $1.13 per share on the 4.52) serial 
preferred stock, $1.54 per share on the 6.16; serial 
preferred stock, $1.41 per share on the 5.64“; serial 
preferred stock, and 40 cents per share on the 
common stock of Pacific Power & Light Company 
have been declared for payment July 10, 1958, to 
stockholders of record at the close of business 
June 30, 1958. 


PORTLAND, OREGON H. W. Millay, Secretary 


—— = i140 SS 


Consecutive 
Quarterly Divide nd 


STANDARD FRUIT : Broap Street Investing 


CorPorarTIon 
AND STEAMSHIP COMPANY A Diversified Mutual Fund 


NEW ORLEANS 20 CENTS A SHARE 
Payable June 30, 1958 
Record Date June 10, 1958 


DIVIDEND NOTICE Kenneth H. Chalmers, Secretary 


65 Broadway, New York 6, N. Y. 









































The regular quarterly dividend 


of 75 cents per share of the par- 

ticipating preference stock of this NATIONAL INVESTORS 
company, for the three-month pe- CORPORATION 

riod ending June 30, 1958, will be The Growth Stock Mutual Fund 
paid on July 1, 1958 to share- aati 
holders of record at the close of 6 4) err Tey ~ 
business June 20, 1958. 


6 cents a share, payable June 30, 


MARION J. GREEN. 1958 to shareholders of record June 
’ 11, 1958 
Secretary. ; 
. Kenneth H. Chalmers, Secretary 
65 Broadway, New York 6, N.Y. 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


The average American... can gen- 
erally get on with the other average 
American .. . if he will only know it. 
If he does not know it, but makes 
him a monster in his mind, then he 
will not get on with him. But if he 
will take the trouble to know him and 
realize that he is a being just like 
himself, with the same instincts, not 
all of them good, the same desire to 
overcome those that are not good, the 
same purposes, the same tendencies 
and shortcomings . . . if he will real- 
ize all that, and if you can get the two 
together with an honest desire each to 
try not only to help himself but to help 
the other, most all our problems will 
be solved. —THEODORE ROOSEVELT. 


The man who commands efficiently 
must have obeyed others in the past. 
—CICERO. 


It is of great importance in a repub- 
lic not only to guard the society 
against the oppression of its- rulers, 
but to guard one part of the society 
against the injustice of the other part. 

—James MAapIson. 


Let the world see that this nation 
can bear prosperity; and that her 
honest virtue in time of peace is equal 
to her bravest valor in time of war. 

—THOMAS PAINE. 


Friendship is the only cement that 
will ever hold the world together. 
—Wooprow WILSON. 


How seldom we weigh our neighbor 
in the same balance with ourselves! 
—THOMAS a KEMPIs. 


One of the things we have to be 
thankful for is that we don’t get as 
much government as we pay for. 

—Cnwar.es F. Ketter ina. 


It is easier to appear worthy of the 
office one does not hold than of that 
which one does. —LA ROCHEFOUCAULD. 


Worry is interest paid on trouble 
before it becomes due. —DEAN INGE. 


From contemplation one may be- 
come wise, but knowledge comes only 
from study. —A. Epwarp NEwrTON. 


No habit has any real hold on you 
other than the hold you have on it. 
—GARDNER HUNTING. 


Perfect freedom is as necessary to 
the health and vigor of commerce as 
it is to the health and vigor of citizen- 
ship. —Patrick HENRY. 


Prosperity is too apt to prevent us 
from examining our conduct; but ad- 
versity leads us to think properly of 
our state, and so is most beneficial to 
us. —SAMUEL JOHNSON. 


B. C. FORBES: 

Asked the secret of the success 
of the greatest industrial and 
commercial business organiza- 
tion of the nineteenth century, 
its founder, John D. Rockefeller, 
told me: “We gathered together 
round one table the ablest brains 
we could find in the country and 
we hid nothing from one an- 
other. We each gave the busi- 
ness our undivided attention and 
loyalty.” Without loyalty noth- 
ing can be accomplished in any 
sphere. The person who renders 
loyal service in a humble capac- 
ity will be chosen for higher 
responsibilities, just as the Bib- 
lical servant who multiplied the 
one pound given him by his 
master was made ruler over ten 
cities, whereas the servant who 
did not put his pound to use 
lost that which he had. 


Decision is a sharp knife that cuts 
clean and straight; indecision, a dull 
one that hacks and tears and leaves 
ragged edges behind it. 

—GorDON GRAHAM. 


A man will sometimes devote all 
his life to the development of one part 
of his body—the wishbone. 


—RosBert Frost. 


The question “Who ought to be 


boss?” is like asking “Who ought to 
be the tenor in the quartet?” Obvi- 
ously, the man who can sing tenor. 

—Henry Foro. 


Some persons are always ready to 
level those above them down to them- 
selves, while they are never willing to 
level those below them up to their 
own position. But he that is under 
the influence of true humility will 
avoid both these extremes. On the 
one hand, he will be willing that all 
should rise just so far as their dili- 
gence and worth of character entitle 
them to; and on the other hand, he 
will be willing that his superiors 
should be known and acknowledged 
in their place, and have rendered to 
them all the honors that are their due. 

—JONATHAN Epwarps. 


Economy is a distributive virtue, 
and consists not in saving but in selec- 
tion. Parsimony requires no provi- 
dence, no sagacity, no powers of 
combination, no comparison, no judg- 
ment. —EpMuUND BurkKE. 


A Bible and a newspaper in every 
house, a good school in every district 
—all studied and appreciated as they 
merit—are the principal support of 
virtue, morality, and civil liberty. 

—BENJAMIN FRANKLIN. 


Happiness is not a reward—it is a 
consequence. Suffering is not a pun- 
ishment—it is a result. 

—RoBERT INGERSOLL. 


Small deeds done are better than 
great deeds planned. 
—PETER MARSHALL. 


The-balance between pride in past 
achievements and consciousness of 
present shortcomings is difficult to 
strike. —JoHN O’REN. 


A man who has committed a mistake 
and doesn’t correct it is committing 
another mistake. —ConrFUCIUS. 


The lightning spark of thought, 
generated or, say rather, heaven- 
kindled, in the solitary mind, awakens 
its express likeness in another mind, 
in a thousand other minds, and all 
blaze up together in combined fire. 

—TuHomas CARLYLE. 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 





A Text... 


Sent in by Robert P. Cooley, Wil- 
kinsburg, Pa. What’s your favor- 
ite text? A Forbes book is pre- 
sented to senders of texts used. 


No temptation has overtaken you that is not 
common to man. God is faithful, and he will 
not let you be tempted beyond your strength, 
but with the temptation will also provide the 
way of escape, that you may be able to 
endure it. 


—I-CortmnTaians 10:13 
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U.S.S. Albacore whose radical hull design and controls will soon be used on other new 
submarines to provide greater range, speed and maneuverability. Official U.S. Navy photo. 


LOOK WHAT ELSE NEEDS BENDIX POWER STEERING! 


New cars aren’t the 
ai 


only application for 
Bendix power stecring. It takes brute 
force to steer a submarine... or to 
move the control surfaces of the B-58 
“Hustler”, world’s first supersonic 
bomber and sensitive, positive 
force to keep a missile on target at 
speeds of thousands of miles per hour. 
Bendix power steering does all 
these jobs 
Several years ago the U.S. Navy in- 
. - vited our Pacific Divi- 
—eiiee sion to work on the 
‘ : modernization of hy- 
draulic systems for submarines be- 
cause of its achievements in aircraft 


A thousand products 


hydraulics. Pacific subsequently 
introduced new types of hydraulic 
devices for steering and diving opera- 
tions and for controlling a score of 
other all-important submarine func- 
tions including periscopes, radar an- 


tennas and snorkels. 

we Self-contained hydraulic 
“A control systems for mis- 

siles also have been perfected by 

Pacific Division. 

tect minute changes in direction, 


These systems de- 


then apply the necessary power to 
the control surfaces for steady accu- 
rate flight. 


At South Bend our Bendix Products 


“Conde” 


AVIATION CORPORATION 
Fisher Bidg., Detroit 2, Mich 


Division makes power steering not 
only for cars and trucks and giant 
road building vehicles, but 

o~ also for farm tractors and 
combines to take the back- 

breaking effort out of guiding them 
To top off the list of applications, a 
Bendix power steering system for 


boats will soon be available 


Ihis is a good example of how Bendix 
engineering ability frequently is able 
to adapt a basic development to 
many different applications, showing 
how diversity pays off Perhaps 
there’s a clue here to how we micht 


help solve some problems for you 


a million ideas 





‘‘Here’s the key to the car, Son... 
but don’t forget, responsibilities go with it.”’ 


**Asa new driver, remember you have some 
mighty important obligations. Your own 
safety —the security of others—your fam- 
ily’s peace of mind—all of these depend 
on your care, your caution, your courtesy 
when behind the wheel.” 


M*" parents spend some anxious hours 
when their teen-agers first begin to 
drive—and with very good reason. 

For statistics tell us that it is in the 15- 
to-19 age group—the ages at which most 
young people usually start driving—that 
accident fatalities are at their peak. 

One of the first things that should be 
impressed on young people is the power 
and speed of today’s cars, 


If this power is misused—if the driver 
“steps on it’’ for a thrill—he is asking for 
an accident. But if he learns to respect 
power and the necessity for keeping it un- 
der control, he will be a safer, more skiilful 
motorist. 


In addition, young drivers need to become 
thoroughly familiar with the rules of the 
road, and learn the importance of constant 
attention to driving. The driver whose at- 
tention is diverted can lose control of his 
car before he realizes it. 


Young drivers—especially those who 
take courses offered in many high schools 
—make far better drivers than others taught 
by less competent teachers. If your school 
does not give safe driving courses, ask your 


police department where to get competent 
instruction. 


Young drivers gain a lot from parents who 
set good examples of safety. Parents who 
strictly observe speed and all other traffic 
regulations can be far surer that their teen- 
agers will do likewise when trusted with the 
family car. 

Last year thirty-eight thousand Ameri- 
cans died in traffic accidents and well over 
a million were injured. We can reduce this 
toll if all drivers— young and old—will drive 
at all times with care, caution, and courtesy. 
To increase the safety and pleasure of your 
motoring, write for Metropolitan’s Guide 
to Good Driving. Use the coupon below for 
your free copy. 


Metropolitan Life Insurance Co. 
1 Madison Ave., New York 10, N. Y. 


Please send me the free booklet 
“Guide to Good Driving,” 7-58-F. 


Se 
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